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FOREWORD 


The Monopolies and Restrictive. Trade Practices Act, 1969 is intended to 
ensure that the operation of the economic system does not result in the con- 
centration of economic power to the common detriment. The Act has its genesis 
in the Directive Principles of State Policy embodied in the Constitution. Article 
39(b) and (c) of the Constitution lays down that the State shall direct its policy 
towards ensuring that the ownership and control of the material resources of the 
community are so distributed as best to subserve the common good and that’the 
operation of the economic system does not result in concentration of wealth and 
means of production to the common detriment. The fundamental tenet. ef the 
State policy is, therefore, to ensure that while promoting economic and industrial 
growth, progressive reduction in the concentration of wealth and economic power 
is also brought about side by side. The provisions for regulating the concentration 
of economic power are contained in Chapter III of the Monopolies and Restrictive 
Trade Practices Act. The Act is not aimed at the prevention of growth of under- 
takings as such but is designed to regulate their expansion only into specified fields 
for ensuring that such expansions do not adversely affect the small and medium 
scale undertakings and they will not be prejudicial to the public interest. 


The Central Government has the discretion to make references to the Mono- 
polies and Restrictive Trade Practices_Commission’in respect of expansion of 
undertakings (Section 21), establishment of new undertakings (Section 22), Mer- 
ger, amalgamation and take-over (Section 23) and division of undertakings (Sec- 
tion 27). References under the aforesaid provisions of the Act are made to the 
Commission if the Central Government is of the opinion that no order under these 
provisions can be made by it without further enquiry. It is not mandatory for 
the Central Government to refer all applications under Sections 21, 22 and 23 
of the Act to the Commission for further enquiry. However, wherever it is felt 
that the facts and the relevant information necessary to decide on a proposal is 
not available or some important issues like dominance angle, demand projections, 
availability of raw-materials, economic viability, financial resources, technology 
angle, etc. merit further examination, the Central Government may refer the pro- 
posal to the Commission for an indepth enquiry. After enquiry and such hearing 
as it thinks fit, the Commission submits its report on the proposal to the Central 
Government. The role of the Commission in this regard is of advisory nature 
and it is for the Central Government to take a final decision on the proposal 
in the light of the recommendations of the Commission. 


Since the inception of the Monopolies and Restrictive Trade Practices Act, 
the Commission has submitted a number of reports on the various proposals re- 
ferred to it for enquiry by the Central Government from time to time. These re- 

orts contain very valuable and useful information and also provide a deep insight 
into the various fields of industry in respect of which the Commission got an oppor: 
tunity to enquire into. Various Departments of the Government as well as the 
research scholars, and academicians would find the information contained in these 
reports to be of great use to them. Although the reports of the Commission to- 
gether with the orders of the Central Government thereon have been laid before 
the Parliament from time to time, in pursuance of the provisions of section 62 of 
the Act, it had not been possible to have these reports published so far for the bene- 
fit of the general public. The present publication is the first endeavour in this 
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direction, and it is hoped that this publication would meet the long felt need of the 
various quarters by making the reports of the Commission available to them in 
the form of a single publication. 


I would like to express my sincere appreciation of the hard work done by 
Shri B.B.L. Mittal, Senior Librarian, Department of Company Affairs in editing 
and compiling this voluminous publication which runs into five volumes. But for 
his whole-hearted and untiring efforts, this publication may not have been possible. 
It is heartening that Shri Mittal has also undertaken the work of editing and com- 
piling the orders of the Central Government in respect of the various proposals 
decided by the Central Government under Sections 21, 22 and 23 of the Mono- 
polies and Restrictive Trade Practices Act, in respect of which reference to the Com- 
mission was not considered necessary. It is hoped that this work will also be 
published soon. 


New DELHI, K. S. BHATNAGAR, 


8th July, 1981 Secretary to the Government of India, 
Department of Company Affairs 
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MONOPOLIES AND RESTRICTIVE TRADE 
PRACTICES COMMISSION 


Report under Section 22(3) (b) of the M.R.T.P. Act, 1969--M/s. Anil Starch 
Products Limited, Ahmedabad 


INTRODUCTION 


Messrs. Anil Starch Products Limited, Ahmedabad (hereinafter referred to 
as Anil) submitted an application dated the 2nd October, 1972 to the Government 
of India, Department of Company Affairs seeking that Department’s approval for 
the establishment of a new undertaking at Ahmedabad for the manufacture of 
Speciality Starch Products. The proposed new undertaking was to be in the form 
of a private limited company where 40% shares would be subscribed by the foreign 
collaborators M/s. National Starch and Chemical Corporation, New York, U.S.A., 
40% by Anil and 20% by the friends and relatives of directors, etc. 


2. This application of Anil was referred to the Commission by the Depart- 
ment of Company Affairs (vide the Department’s letter No. 2/10/72-M(III), dated 
18th September, 1973). The 90 days time prescribed under Section 30(2) for sub- 
mission of the report to the Govt. expired on 17th December, 1973. However, 
as the collection of relevant data from Anil and other bodies took more time, and 
some objectors wanted a hearing on certain legal aspects (as mentioned below), 
the Commission by its order dated the 7th December, 1973, and 4th February, 
1974, extended the date for the submission of the report to 31st March, 1974 (see 
Appendix ‘A’ & ‘A-1’). 


3. Anil had put in notices in the ‘Times of India’ dated 29th September, 
1972 and ‘Indian Trade Journal’ dated 25th October, 1972 notifying that it pro- 
poses to make an application under Section 22(2) of the MRTP Act, 1969 to the 
Department of Company Affairs, New. Delhi for permission to establish a factory 
for the manufacture of proposed products. In response to these notifications, 
the Department of Company Affairs received certain communications regarding 
the Company’s proposal. These were forwarded to the Commission by the 
pet Sea of Company Affairs for its consideration at the time of making the 
reference. 


4. After the reference was received in the Commission’s office, a notifica- 
tion (No. 1(40)-Enq./73 dated 24th September, 1973) incorporating the salient 
features of the Company’s proposal, was issued by the Commission and was pub- 
lished in all the important newspapers on 30th September, 1973. The Commis- 
sion also specifically addressed all those persons who had sent letters to the Depart- 
ment of Company Affairs in response to the two notices issued by Anil. In res- 
ponse to the notification and these letters a number of persons addressed the Com- 
mission regarding Anil’s proposal. Their names and addresses are given in 
Appendix ‘B’. 

5. In this case much interest was taken by certain competing companies 
among which the most prominent were M/s. Maize Products of Ahmedabad, a 
Division of Sayaji Mills Limited, a large independent company as per the Report 


} 
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of the Industrial Licensing Policy Inquiry Committee, and Laxmi Starch of Bom- 
bay. In addition to supplying various information and comments to the Com- 
mission, these two companies also applied to the Commission praying that certain 
documents relating to the enquiry being made by the Commission should be made 
available to them. As these applicants raised certain important points relating 
to the working of the Commission and the operation of the MRTP Act, the Com- 
mission gave them a hearing and also gave an opportunity to Anil to participate 
in that hearing. This hearing lasted for about 20 hours. The Commission 
decided that only the application made by Anil with certain omissions may be 
made available to these companies and that they had no right to obtain any of 
the other materials which they had asked for. As the questions raised relate to 
. important aspects of the working of the Commission and the operation of the Act, 
the applications made by these two companies and the Commission’s Order are 
given herewith as Appendices ‘C’, ‘D’ & ‘E’. 


6. The public hearing regarding this case was held from 25th February 
to lst March, 1974. The hearing was attended by representatives of some of the 
competing producers as well as the representatives of Anil and concerned Govern- 
ment Departments and institutions. As the representatives of Anil could not 
answer some questions raised by the Commission at the end of the public hearing, 
the Commission gave a hearing in camera to them. The points made by these 
representatives were taken note of by the Commission. 


CHAPTER I | 
THE APPLICANT COMPANY 


' Anil is a public limited company. In the Industrial Licensing Policy Inquiry Committee’s 
Report, Anil has been listed as belonging to the Large Industrial House of Kasturbhai Lalbhai. 
The Company was established in the year 1939. Its annual turnover in the year 1972 was nearlly 
Rs. 10 crores, leading to a profit of approximately Rs. 90 lakhs before providing for depreciation, 
taxes, etc. 


Shareholding Pattern 


1.1 The authorised capital of Anil consists of 2,50,000 shares of Rs. 100 each, i.c. Rs. 2.50 
crores. Its subscribed. capital was Rs. 1.05 crores consisting of 100,000 shares of Rs. 100 each and 
5,000 7% Cumulative Preference Shares of Rs. 100. each both fully paid. The pattern of growth 
of these shares has been found to be as under:— 











Equity shares Rs. Preference Rs. _ 
Shares 
(a) Shares issued for consideration other than cash - NIL NIL 
(b) Sharesissuedforcash - «= - «°° 40,240 40,24,000 _ §,000 500,000 
(c) Bonus shares issued by Capitalization of General 59,760 59,76,000 NIL 
Reserves 
ae aE ee IS 
100,000 100,00,000 §,000 500,000 





The analysis of the sharcholdings indicates that the Unit Trust of India holds 4,853 shares 
ie., 4.9% of the total, and L.I.C. 305 shares. The shares held by Shri Kasturbhai Lalbhai, his rela- 
tives and other Directors of Anil and their relatives totally are 11,872. 8,565 shares are held by banks 
on behalf of the above mentioned persons thus making a total 20,437 shares i.e., 20.44% of the total 
share capital of Anil. If the shareholdings of the Managing Directors of eight companies, included 
by the ILPIC in the Kasturbhai Laibhai Group and their relatives amounting to 4,125 shares which 
constitute 4.1°%% shares of the total are also taken into account, the shares controlled, directly or 
indirectly, by the controlling Group amount to about 1/5th of the total share capital of Anil. 


Capital Stractare 
Balance Sheet position of the Company on 31-12-1972 
1.2 Briefly, the balance sheet position of Anil on 31-12-1972 was as below: — 





(Figures in crores) 
Fixed assets (Less Depreciation) : : ‘ . : : : : : : oo. 2°48 
Other assets : 
Technical know-how ° ' . ‘ . . . : . . ‘ . ‘ 0:02 
Investments - . . . . . . : : : : . . , : 0°01 
Current assets . . ‘ - . . . . . : : : ' . $-04 
. 7.55 
Less 
Secured creditors - =: + - a 3-20 
Unsecured loan, etc. - : . . . . . . . 0°59 
Current Liabilitics - : : . . . . : . 0° 89 
Provisions - --° ; : - : . : . 0°41 
5-09 5-09 
2.64 





Represented by : (Rs, in Crores) 
Share Capital . . . . . . . . . . . : . . 1-05 
General Reserves - : : . . : soe . . . . : . 1°03 
Capital Reserve A . . . a . . ’ . ; . ‘ . ‘< . 0-05 
Development Rebate Reserve , , * . . soe ' : , . 0° 33 
2°46 


ee 


Interconnected Undertakings 


1.3. According to the report of the Industrial Licensing Policy Inquiry Committee referred 
to earlier, 36 companies including Anil belong to the large industrial house of Kasturbhai Lalbhai. 
Anil, in its application submitted to the Department of Company Affairs, admitted interconnection - 
with three companies of this group, viz: 

(i) M/s. Saraspur Mills Limited. 
(ii) M/s. Raipur Manufacturing Co. Ltd. 
(it). M/s. Ashoka Mills Limited. 


Later on, during the course of enquiry, Anil stated that it is only interconnected with M/s. Saraspur 
Mills Ltd. as this is the only company undcr the same management and that there is no intcrconnec- 
tion between Anil Starch on the one hand and Ashoka Mills and Raipur Mills on the other. Ear- 
lier, interconnection with these two companies was admitted on the basis of their being common 
Managing Dircctors. The interconnection has now been denied on the basis of legal advice received. 
Anil has also stated that the new Joint Venture when formed. will not be interconnected with it. 


1.4 Jn response to one of our queszies, Anil stated that the following compcnies of ‘Kastur- 
bhai Lalbhai Group’ as per the ILPIC Report will be consumers of the products proposed to be pro- 
duced. by the Joint Venture: 

(1) The Ahmedabad New Cotton Mills Company Lid., Ahmedabad. 

(2) Apurva Containers Pvt. Ltd., Ahmedabad. : 

(3) Aruna Mills Ltd., Ahmedabad. 

(4) Arvind Mills Ltd., Ahmedabad. 

(5) Ashoka Mills Ltd., Ahmedabad. 

(6) Nutan Mills Ltd., Ahmedabad. 

(7) Raipur Mfg. Co. Ltd., Ahmedabad. 

(8) The Saraspur Mills Ltd., Ahmedabad. 


The requirements of these companies have been estimated at 150 tonnes per annum or a value of 
Rs. 2,25,000 (approx. 1.25% of the total production). None of the other companies of the Group 
are likely to be users of the product of the proposed Joint Venture. 


Existing Lines of Production 


1.5 Anil is presently engaged in the manufacture of 15 products including starch. The 
details of these have been given in Appendix ‘F’. ; 


The existing production lines of Anil can be broadly grouped as under: 
(i) eee Dextrose, Liquid Glucose, Calcium Gluconate, Enzymes and Activated Car- 
n. 


(ii) Sulphuric Acid, Superphosphate, Alum and Alumina Ferric. 
(iii) Forgings. 


1.6 The production lines in the first group are complementary to each other to the- extent 
that starch produced by the Starch Plant is used as raw material for the manufacture of Dextrose 
and Liquid Glucose. D<xtrose is used as raw material for the manufacture of Calcium Gluconate, 
ae be and Activiated Carbon are used as chemicals for the manufacture of Dextrose and Liquid 

lucose. 
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1.7 The preduction lines in the second group are said to be complementary to the extent 
that Sulphuric Acid produced in Sulphuric Acid Plant is used as raw material for the manufacture 
of Superphosphate, Alum and Alumina Ferric. 


- 1.8 The present product mix, it has been claimed, helps in lowering the cost of production 
because drying, packing and packaging, and transport costs are eliminated as most of the products 
are used in liquid form and are supplied accordingly. It also helps in: 


(a) Better utilization of bye-products; 
(b) Better use of marketing and other facilities; and 
(c) Improved Research and Development. 


This does not of course apply to forgings. 


Expansion programme for Future 


1.9 Anil has its own programme for establishing new units and for effecting substantial 
expansion in their existing lines. The details are:— : 





Scheme Capacity in tonnes Date of implementation 








A, New Article: 


1. (a) Sorbitol Liquid 3500 By 1974 (Licensed in Sept. 1973) 
(b) Sorbitol Powder 100 

2. (a) Glucose Isomerase + . : ao | Letter of Intent issued in 1974. 
(b) Isomerised Syrup . ‘ 6,000 

3. Anhydrous Dextrose ,000 Implemented. 


B, Expansion : 


Calcium Gluconate a . ‘ * Capacity increased from 40 Implemented. 
tonnes to 150 tonnes, 








The investment for these projects is to come from internal cash accruals and by loans from 
financial institutions, if necessary. Projects mentioned, above against 1 and 2 have also been approv- 
ed by the Central Government under the Monopolies and Restrictive Trade Practices Act. 


In most of the products which Anil is at present manufacturing, the utilization of capacity 
had been very low during the last five years, i.e., from 1968 to 1972. 


1.10 The capacity regarding, the production of starch was utilised as follows :—* 


1968 . - +6 50% 
1969 os - 53% 
1970 re.” oA 
1971 s 4 4 57% 
1972s + 8 63% 


The specific reasons given for this shortfall are as follows:— 

1. Sufficient raw material was not available. 

2. Shortage of fuel and power. 

3. Transport difficulties. 

4. Installed capacities in the country are higher than the traditional demand. 

Production of starch by Anil and other major producers during the last three years has been 


as under :—- 
(See Table I) 





*Based on data furnished by Anil. 3 Bid 
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1.11 From this Table it will be seen that Anil and Maize Products are dominant undertakings 
in the production of starch in India. All the other production units are much smaller. Even the 
largest among them, Laxmi Starch has a capacity much smaller than the capacity eiher of Maize 
Products or Anil. It has been noticed that the utilisation of capacity both of Anil and Mtaize Products 
is low as compared to some of the smaller units. 


1.12 In addition to Maize Starch which is being produced by large scale units, it is under- 
stood that Tapioca Starch is being produced besides the units at S.Nos 7 to 9 in the above table, 
by some 500 units in the small scale sector in the States of Tamil Nadu and Kerala. Data about 
their production is not available. A committee appointed by the Government of India had reported 
in 1969 that it was unable to make an accurate assessment of the production of starch in the small 
scale sector. ‘The Committee: was however informed that in the small scale sector about 150,000 
tonnes of tapioca starch was being produced both in Madras as well as in Kerala, of which approxi- 
mately 1/3rd was being utilised for the production of sago globules and the balance used as starch. 
The Committee accepts this as reasonable estimate. (Chapters 3, 4 paras 16.17).” 


1.13 The starch plant of Anil, was designed in 1938 with the assistance of a German expert. 
This was the second starch plant in India. Anil engaged an American technical Consultant in 1952 
to design dextrose plant and a modernised glucose syrup plant. These plants were commissioned in 
1956-57. Anil as thus able to produce maize starch, acid modified thin boiling starches, dextrines, 
and glucose syrup. In 1965, Anil entered into a collaboration with Nagase and Co. Ltd. of Japan 
to obtain a process for manufacture of enzymes and a process for manufacture of dextrose by enzy- 
matic conversion process. With this know-how, Anil is manufacturing dextrose by enzymatic pro- 
cess. Anil is also manufacturing a variety of enzymes required for desizing textiles, dehairing leather, 
enzymes for leather industry and enzymes for derergent industry. Anil also has developed an enzyme 
for the pharmaceutical industry. It has also obtained.permission for collaboration with JITA of 
Japan for manufacture of glucose isomerase and isomerized syrup. 


Export performance of Anil 


1.14 The Company has been exporting small quantities of Maize Gluten, Corn Steep, Star- 
ches, Liquid Glucose and Enzymes. During 1972 it exported 3,850 tonnes and 110 tonnes of Maize 
Gluten and Starches respectively. earning £97056 which is equivalent to Rs. 18.15 lacs. Its export 
of maize gluten has been more or less of the same order during the last five years while it exported 
only about 110 tonnes of starch during the four years prior to 1972. During 1972, the export of 
starch was about 110 tonnes. The total earnings by way of foreign exchange during the last five 
years have been as under:— 


Year Earnings 
(Rs. in lacs) 
1968 : : a 14°65 
1969 . : , 15°83 
1970 . . . 15°81 
1971 . . . 15°51 
1972 . . . 18°15 


Foreign Collaborations in the past 


1.15 The Company had in the past only one foreign collaboration which was for the manu- 
facture of Enymes and for conversion of starch to dextrose by enzymatic process with Messrs. Nagase 
and Co. Ltd., of Japan. This collaboration agreement was for five years from 1964. At present the 
Company is having no foreign collaboration. 


Research & Development Activities 


1.16 The research work undertaken in Anil’s research laboratory has been mainly in the 
fields of biological sciences. The following achievements in the field of Research and Development 
have been claimed by the Company :— 

1. Development of new Enzymes for use in detergents; 


2. Development of dehairing enzyme formulation for dewooling sheep skins to obtain superior 
products; 


3. Processes to manufacture Calcium and Sodium, Gluconate by fermentation, using dextrose 
and/or dextrose molasses as starting material (under development); 


4. Development of High Maltose Powder for use in baby foods; 
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5. Manufacture of Activated Carbon from paddy husk; 


6. Manufacture of Hypochloride Oxidised Starch by using techniques described in text 
books; 


7, Products for sizing synthetic yarns (under development); 
8. Development of a plant for the manufacture of anhydrous dextrose. 


The following processes are under development: 
Manufacture of edible maize oil from crude Maize Oil. 
Manufacture of Activated Carbon suitable for Pharmaceutical Industry. 


Enzyme formulation for various uses such as dentifrice, recovery of silver from waste photo- 
films, silk industry. 


1.17 From the details of the expenditure on research and development as provided by Anil, 
it appears that the amount spent on this activity is less than 1/2% of the total turn-over. It has been 
0.30%, 0.50%, 0.80%, 0.18% and 0.41% during the years 1968, 1969, 1970, 1971 end 1972 respec- 
tively. 


1.18 The applicant company has also stated that it has undertaken a programme for build- 
ing a new research laboratory with a capital expenditure of Rs. 16 lakhs. The recurring expenses 
on R & D during the next five years are proposed at Rs. 21 lakhs. 


CHAPTER Il 
THE PROPOSAL 


The proposal is to set up a new company at Ahmedbad for the manufacture of 12,000 tonnes 
of speciality starches. Details of these speciality starches along with their application and uses in 
various industries are given in Appendix “G’, The shares in the new company to be formed are pro- 
posed to be subscribed as follows :-— 


1, National Starch & Chemical Corporation, New York, U.S.A. . : ‘ . . . 40% 
(Proposed foreign collaborators of the Company) 

2. M/s. Anil Starch Products Ltd. + : . . : ‘ . . . . . . 40% 

3. Financial Institutions* . . . . . . . . . . . < ‘ 20% 


The proposed authorised capital of the joint venture will be Rs. 1 crore divided into 1,00,000 shares 
of Rs. 100 each. The subscribed and paid-up capital for the present will be Rs. 30 lakhs. 


2.2. Itis proposed to manufacture a total of 66 speciality starches. Out of these 13 are meant 
for application in paper manufacture, 9 in paper cartons, corrugated boards, etc., 11 in textile pro- 
cessing, 19 in food applications and 14 in such miscellaneous uses as core binders for foundry moulds, 
laundry starches for water treatment and sizing of glass fibre. According to Ahmedabad Textile 
Industry’s Research Association: 


“From the description of the end uses, it may be concluded that the speciality starches are 
based on: (a) Fractionation of starch into its components, namely, amylose and amylo- 
pection, and further conversion of these into chemical derivatives. High amylose maize 
and waxy starches could also be the starting materials for these derivatives. (b) 
Cathonic starches producted by the réaction of starch with dialkylamine chlorides. These 
starches are particularly useful in paper manufacture. (c) Oxidized starches produced 
by the oxidation of starch with sodium hypochloride. These are used in paper coating 
as well as in sizing and finishing -of ‘textiles, and as laundry starches. Another 
type of oxidized starch, the so-called dialdehyde starch, is produced by the oxidation of 
starch by sodium metaperiodate. These starches are used as wet-end additives in the 
paper manufacture. (d) Starch acetate and hydroxyethyl starch, produced by acetyla- 
tion and hydroxyethylation respectively, are mainly used in textile application. (e) 
Cross-linked starches, prepared.-by treatment of starch with such reagents as sodium 
metaphosphate, epichlorohydrin, phosphorous oxychloride, are used mainly in.the food 
industry as thickeners. Highly cross-linked, starches are used in battery cells and as 
dusting powders, and (f) Dextrins, produced by reaction of acids or enzymes on starches, 
are mainly used as adhesives and binders for paper boards, cartons and paper tapes, 
stamps etc.” 


“In addition to the above starch types, there are some common treatments such as mild 
acid hydrolysis and pregeltinization to tailor the properties of modified starch to end uses. 
Sometimes it is necessary to subject the starch to more than one type of modifications. 


Thus, for application in frozen foods, the starch is hydroxyethylated as well as cross- 
linked.” 


Process of Manufacture 


2.3 Starch as an industrial product is produced mainly from maize and tapioca. The con- 
tent of starch in maize and tapioca is about 61 to 65% and 40 to 50% respectively. Apart from 


starch, maize, which is the main raw material from which starch is produced, contains, roughly, the 
following other ingredients :— 


1. Gluten (5°5%) 
2. Fine Fibre (5:5%) 
3. Coarse Fibre (5%) 
4. Maize Oil (2°5%) 
5. Steep Solids GX) 





. *While the original proposal was that 20% of the shares would be subscribed by friends and relatives of the 
Directors etc., the applicant company informed the Commission (vide its letter dated November 8, 1973) that it was 
now proposed to make these shares available to public financial institutions. 
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2.4 The process of manufacture of starch from maize is briefly the following:— 


Maize is steeped in water/sulphur water for about 20 to 24 hours. This process softens maize 
and this softened maize is made to pass through a sort of grinding mill where it is coarse ground. As 
it is being ground, water is added to it, which results in the formation of a thin slurry; maize germs 
(which are lighter) float and are separated from the slurry. This slurry is further refined and in that 
process, the fibres (both coarse and fine) are removed. Finally a mixture of starch and gluten is left. 
Again this slurry (consisting of starch and gluten) is passed. through high speed centrifugal wheels 
which results in the separation of gluten from starch. This starch is in the form of liquid. From 
this, water is separated and starch is dried. The final product is in the form of a powder. 


2.5 Speciality starch is essentially a modified tailor-made starch fit for application to a parti- 
cular process or item. Anil has described the process of production of speciality starches as 
below :— 


“The process of manufacture of speciality starches, consists refining starch slurry in refining 
centrifuges and then treating the starch slurry under rigid controlled conditions of agita- 
tion, temperature and pH with various chemicals. Sometimes a series of appropriate 
treatment is usea. After treatment is over, the treated starch slurry is washed, pH is 
adjusted and slurry filtered or centrifuged to about 30 to 40% moisture and dried in a 
dryer. The dired starch is ten pulverised, if necessary, blended, stored in bins and packed 


as final product.” 


Raw Materials 


2.6 The raw material requirements for producing 100 tonnes of speciality starch have been 
stated to be as below:— 


1. Starch (Dry basis) (Available indigenously) : : . . . : . . 100 tonnes 
2. Beta-Diethylaminoethy In Chloride (DEC) (Imported) : . . . . ° 150 Kgs. 
. . ° . . . . . . 8: 3 Kgs. 


3. Epichlorhydrine -< . : 


Besides these, there are certain other chemicals (which will be available indigenously) which will be 
used for the manufacture of the proposed product. Their names and quantities, the applicant com- 
pany has stated, cannot be disclosed at this stage because the collaborators are not willing to do so 


at this juncture. 


2.7 Anil has stated that 20,000 tonnes of maize will be required to produce the raw starch 
to be used for producing speciality starches (12,000 tonnes). The maize, it was stated, will be indi- 
genously available and no difficulty is envisaged in securing the required quantity of maize. 


2.8 The company was asked to state whether ‘tapioca’ could replace maize in the manufac- 
ture of starch which is to be the raw material for the proposed speciality starch products. It was 
stated that tapioca starch is somewhat inferior to maize starch. Viscosity capacity of maize starch 
is much superior to that of tapioca. Tapioca gets thinned down quickly. Its consistency is not 
maintained over even a slightly longer period. It has further been stated that maize is the cheapest, 
dependable and continously available basic raw material for conversion into starch and, therefore, 


this has to be preferred to tapioca. 


Location 


2.9 The new unit is proposed to be located at Ahmedabad in the vicinity of the present starch 
unit of Anil. The proposed site, it is stated, will have the following advantages :— 


(a) The raw material for the manufacture of speciality starches by the new undertaking will 
be the starch manufactured by Anil who have their factory at Ahmedabad. For manu- 
facture of speciality starches, starch in slurry form is required. The new undertaking has, 
therefore, to be located in the vicinity of the starch manufacturing plant as the starch 
slurry (liquid starch) can be transported from the factory of Anil, to the new factory 
through pipeline. This will eliminate the cost of drying, the cost of packing and packaging, 
cost of handling, cost of transport etc. and the cost of re-dissolving for treatment. Trans- 
portation of starch slurry by tankers is not possible because of its property to sediment. 


(b) The new undertaking will be assured of regular supply of uniform quality of raw material 
through a neighbouring factory. 


11. 


Foreign Collaboration 


2.10 The proposed plant for the manufacture of 12,000 tonnes of speciality starch is to be 
set up by Anil in collaboration with National Starch and Chemical Corporation Limited, U.S.A. 
The proposed terms of collaboration are :— 


1. 


A. new private Indian Corporation (Joint Venturey) is to be formed. Anil and the US. 
company are each to purchase 40% of the shares and the remaining 20% shares are to 
be sold to financial institutions. 


There would be an even number of directors in the Joint Venture. NSC and Anil would 
each have the right to appoint half the directors except that any directors to be 
appointed by law or as a consequence of the Joint Venture’s financial or other obligations 
would be counted as ‘Anil Appointees’. One Managing Director would be appointed 
by NSC and the other by Anil. 


As long as NSC owns 40% of the shares in the Joint Venture, it will provide on a conti- 
nuing basis know-how and technical assistance for the manufacture, sale and use of speciali- 
ty starch products. 


NSC will-send to India to assist the Joint Venture, in the construction and start up of the 
first plant, technically qualified personnel of such number and for such period of time as 
may be necessary in the sole opinion of NSC. For such services, the Joint Venture will pay 
NSC $125 per day per man plus travel and board and lodging expenses actually incurred. 
(Anil has sated that two experts will. come fiom NSC, a technical man twice for 15 days 
each time and a marketing man for. 30 days..The ‘otal payment pertaining to these visits 
would be approximately 7,500: US: Dollars). : 


As consideration for NSC’s technical assistance and know-how, the Joint Venture will pay 
to NSC a sum of $40,000 US for the design and start up of the speciality starch plant, 
and an engineering fee of $60,000 U.S. Both sums will be payable in advance, upon 
completion of the initial organisation of the Joint Venture. 


The Joint Venture will appoint NSC as its exclusive agent for sale of speciality starches 
exported from India at a commission of 10%. Such agency arrangement will remain in 
effect for five years and, at NSC’s request, for another five years thereafter. (Anil was 
questioned on this matter and has stated that the international sale of speciality products 
requires a good customer service, backed-by proper experitise, etc. and National Starch 
are best equipped in this matter. Further, in Anil’s opinion, 10% commission is reasona- 
ble and not high. It has also been stated that NSC will give up some of its markets in 
far eastern countries for the sale of the products of the Joint Ventrue). 


The Joint Venture will be appointed as Anil’s exclusive del credre agent for the sale of all 
starches and dexgrines, which are not speciality starch products and are produced by Anil 
onits own account, onacommission of 24%. 


In addition to this commission, Anil is to undertake such supplemental expenses and provide 


10. 


such additional assistance as Anil has previously incurred on behalf of or rendered to its 
sales agents. (On further questioning it was explained on behalf of Anilthis payment was 
not meant to provide a source of profit to the Joint Venture, and that if any surplus re- 
mained from the commission after meeting the sales expensus, it would be used for R& D. 


For a period of ten years, neither Anil nor NSC can sell its stock in the Joint Venture ex- 
cept to a purchaser of all or substantially all of its business and assets, or to a corporation 
into which it may merge. (The company has stated that this condition, as far as NSC is 
concerned, is necessary to ensure continuous availability of Know-how and technical 
assistance for a period of ten years.) 


Anil is to lease land contiguous to its wet milling plant at Ahmedabad tc the Joint Venture 
ona long term lease ona rental of Rs. 2-25 ($-30 U.S.) per sq. yard per year. 


Anil will provide the Joint Venture with its requirements of raw starch, in milk or dry 
form, for conversion into speciality starches, at a price equalto Anil’s cost thereof. The 
cost isto include (a) the cost of raw material less net receipts from the sale of by-products, 
(b) the cost of containers if any and (c) an appropriate allocation of those costs of direct 
labour, factory supervision, fuel, water, power, depreciation, property taxes and general 
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overheads which are related to the production of the starch to be sold to the joint venture. 
If Anil has to increase its production capacity to meet the requirements of the Joint Venture, 
“cost” is also to include an appropriate allccation of interest cost of the funds required 
by Anil for such capacity increase, in case the raw starch requirements of the Joint Venture 
exceed 13,000 tonnes per year. Anil is to commit itselfto provide a proper proportion 
of its starch production to the Joint Venture even ina year when Ani! is unable to pro- 
duce sufficient raw starch for {he full requirements of the Joint Venture. Anilis also not to 
undertake any investment etc. relating to the manufacture of raw starch which might 
increase the cost of raw starch to the Joint Venture without its consent. 


11. There are also other terms suggested in the proposed collaboration agreement to guard 
Anil’s interest if any of its sales are replaced by the sales of the Joint Ventures and also to 
prevent the know-how obtained by the Joint Venture from becoming available to other 
Indian parties. 


12. The Joint Venture is also not to manufacture speciality starch products outside India or 
sell them in any place or country where National Starch, its Subsidiaries or affiliates are 
manufacturing or in future will be manufacturing speciality starch products or where 
National Starch has in the past granted exclusive licences. The Joint Ventures will be free 
to sell speciality starch products in all other places. (It was explained on further discussion 
that the intention was that the proposed Joint Venture will be in a position to supply the 
markets in most countries of West Asia, Africa and South East Asia except that a new 
associated company which is being established in Japan would have a non-exclusive licence 
to sell speciality starch products in many countries including India) Regarding the grant 
of any new licences to companiesin-these potential markets, Anil has explained that 
National Starch would discuss with the Joint Venture any such proposal, due regard 
being given to the potentiality of expo:t out cf the Indian Joint Venture. 


Justification for going in for this Project 
2°11 Anil has justified the setting up of the proposed plant on the following grounds :— 


(a) The Anil Starch Products Limited has been the pioneer in the field of manufacture of starch 
and its allied products. The company has been the first to initiate a programme of de- 
veloping the manufacture of related products of starch and enjoys the credit of being 
the first to start the manufacture of Dextrins and Glucose in 1943, and of Dextrose in 1956. 
At a time when there were small imports of Dextrose worth about Rs. 30 lakhs in India, 
the company, with its knowledge of the trends of industrial development in the country 
and in the world. Visualised a demand for this product in the country and putup a 
plant for its manufacture. 


(b) The company has been abreast of the technical and technological improvements in the field 
of starch and allied products in the world and has been the first to change the process of 
Dextrose manufacture from Acid conversion to Enzymatic conversion in the year 1967. 


(c) The company has been continuously conscious of the tremendous strides made in the de- 
veloped countries of the world in the field of Speciality Starches. Withthe experience and 
expertise the company has in the starch field, if foresees a large demand for these products 
in the country. It, therefore, conducted a survey in India for ascertaining the market for 
these starches. The survey has revealed that there exists a large latent demand fox sepciality 
starches in the country. The need for these starches is growing with the development of 
industries like paper, castings, corrugating, baby-foods, weaning foods, glass forming and 
sizing, oil drilling etc. The Company, therefore, has decided to enter the field of manu- 
facture of speciality starches to satisfy a large demand in the country, to obviate future im- 
ports of the same, to help accelerate the growth of the above industries and to enter the 
export markets for these products. It was, however, realised that with the limited 
resources available with the Company and in the country, the development of a large 
variety of these starches coupled with the required application technology would take a very 
long time—perhaps more than two decades—and, as a result, the country will lag 
behind the world in this field. In the Chemical Industry, knowledge, doubles every ten 
years and one has to remain dynamic in its plans for development in order to avoid stag- 
nation and retardation. The company, has therefore, decided to obtain the technology 
from ixcfional Starch who are the world leaders in this field. 


(d) With the background of experience in the basic discipline of carbohydrate chemistry, and 
with the trained technical personnel already with it, the Company is better equipped 
to negotiate and obtain the best know-how and to translate the same in the implementation 
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of the project. Further, it has spare capacity in its starch plant, which can be tapped to 
feed the required starch slurry to the Joint Venture, thus ensuring best use of men, materials 
and industrial capacity and achieving production, supply and distribution efficiently, eco- 
ey and tailored to the needs of Indian Industries, the defence of India and the export 
market. ‘ 


(e) Speciality starches if manufactured in India can improve the quality of paper, various 
kinds of foods, fibre glass forming and sizing, pharmaceuticals, castings etc. Some of the 
speciality starches would be uscful in preparation of special foods which do not deteriorate 
at very low temperatures met with in high altitudes. The speciality starches can also im- 
prove the keeping quality of foods under tropical conditions. Some speciality starches are 
usefull in oil well drilling and offshore oi] well drilling. All these products can be helpful 
for defence forces and the home markets. This project will thus be helpful in meeting the 
requircments of the defence of India and the home market. 


(f) The improvement and efficiency achievable by the use cf these speciality starches in paper, 
food, pharmaceuticals and castings will help these industries to increase their export and 
ae besides direct export, there will be substantial indirect export arising from the Joint 

enture. : 


(g) The demand survey conducted by Anil is claimed to have indicated that there is a substantial 
latent demand for speciality starches in the country even today but, due to their non- 
availability, many industries have not been able to improve quality and achieve higher 
efficiency. This project will, it is claimed, help in meeting the need and bridging part of the 
gap between supply and demand. ‘Since the new project plans to produce only 12,000 
tonnes of speciality starches against an estimated demand of about 40,000 tonnes by 
1978-79, there will be enough room for other undertakings to enter this field. This will 
ensure the purpose of fostering competition and having the trade organised in such a way 
that its efficiency is progressively increased. 


(h) Itis also claimed that the project will for the first time, make available speciality starches for 
special applications in paper, corrugating, castings, gum tapes, adhesives, weaning foods, 
baby foods, glass forming and sizing industries, oil drilling and as flocculents for waste 
water treatment, and will thus create large direct and indirect employment, and will ensure 
the best use of men, materials and industrial capacities. 


(i) The raw material required for the manufacture of speciality starches is slurry of maize 
starch, i.e. maize starch in suspension. Anil Starch Products Ltd. has an idle capacity 
in its maize starch plant. Location of this Joint Venture alongside the plant of Anil will 
thus enable the utilisation of the idle capacity of the starch plant of Anil, and starch in 
liquid form will be supplied through a pipe line. This will save the cost of drying, packing, 
transport, handling and re-dissolving. Thus, it is pointed out that the location of the 
Joint Venture alongside the plant of Anil will ensure the best use of materials and industrial 
capacity in India. 


(j) It is further claimed that these speciality starches will effect technical and technological 
improvements in paper, food, pharmaceuticals, oil well drilling, glass forming and sizing, 
cardbox industry, gum tape, paper articles etc. by improving their quality, increasing their 
efficiency and reducing theit wastc. To cite an example, the use of eato starches in paper 
industry will improve the strength of paper, achieve whiteness and capacity, increase re- 
tention of pigment and fines, aid drainage and improve the printing characteristics of 
paper. The cato starches will improve the quality and yield of paper which otherwise is 
not possible with the use of maize starch or tapioca starch and will also help in achieving 
economy in the consumption of starch. The speciality starches will, therefore, effect 
technical and technological improvement in the trade. 


(k 


— 


It is claimed that in Anil, its Directors and their relatives hold less than 20% of the shares 
and the remaining 80% shares a e widely distributed between 8,500 shareholders. In the 
Joint Venture, Anil and National Starch each will have 40% shares and the balance 20% 
shares will be held by various Indian Financial Institutions. Thus both in Anil and in the 
Joint Venture, no individual group except the for.ign collaborator, has or will have 
substantial shareholding. The association of the applicant company in the Joint Venture 
will not, therefore, lead to concentration of economic power to the common detriment. 


4~10 M of LI&CA/ND/79 
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(1) The capacity of 12,000 tonnes applied for by the company is said to be less than 30% of the 
estimated demand for speciality starches by 1978-79. This leaves plenty of room for 
others to enter into the field. Maize Products, a Division of Sayaji Mills Limited. 
another dominant Undertaking in the starch industry, is also said to have applied for a 
Letter of Intent to manufacture 15,000 tonnes of speciality starches in collabozation 
with KONINKLIJKE SCHOLTEN HONING N.V. (K.S.H.) Holland. If the proposed 
Joint Venture is permitted, it is claimed that it will provide competition to the proposed 
unit of Maize Products which would otherwise be a monopolist in the trade. 


(m) The project involves an investment of approximately 68 lakhs of rupees in a sector of 
industry which is not existing in India today. It will generate large direct and indirect 
employment and help the economy of the country. It will also help fulfil the need 
of various industries. The Joint Venture contemplates the introduction of the cultivation 
of waxy and high amylose maize with the seeds and know-how to be provided by the Ameri- 
can collaborator. These varieties of maize till date are not cultivated in India. It is 
claimed that the development of this item will directly help the backward areas of Sabar 
kantha, Banaskantha and Panchmahal cf Gujarat State where traditionally maize is 
grown and help the Adivasis and other people of these backward areas by providing them 
with a gainful occupation to increase their income and standard of living. It will, there- 
fore, help to regulate the control cf the material resources of the community to subserve 
the common good and particularly will be helpful to the weakest section of the society. 


Development of Ancillaries 


2-12 The proposed project, it has been claimed, will lead to the development of ancillary 
industries in the following way :— ; 


(i) The new project will require approximately 2,40,000 sacks and polyethylene liners for 
packing the finished products.. These will be manufactured by small scale industries 
situated in nearly centres. 


(ii) Some of the chemicals required such as Acetic Anhydride, Acctic Acid, Phosphates, Sodium 
Hypochlorite etc. are manufactured in the small and medium scale factories and the addi- 
tional demand would help these industries: 


(iii) Some of the gum-tape and carton manufactures are in the small-scale sector, and with the 
availability of speciality starches, they will be able to produce better quality gum-tapes and 
water resistant cartons, and thereby increase their markets. This will also help exports. 
The small scale sector will thus be benifitted. 


(iv) The proposed manufacturing activity, it is reported, will not compete with the existing 
small scale/medium size units in the country as speciality starches would be used in new 
applications and thereby create a new market demand. It will not substitute the existing 
demand for ordinary starches. 


Scheme of Finance 
Capital Outlay 


2:13 In the original application submitted by Anil for the establishment of a new company 
for the manufacture of speciality starches, a capital outlay of Rs. 68-60 lakhs was indicated. The 
details were as given below :-—- 








A, Fixed Capital: Rs./lakhs 
1. Building (Land or lease) ° . : . . . . . . 5-00 
2. Plant & Machinery 
Imported (including duty etc.) - : . . . . 5 15-60 
Indigenous . : : 33-00 48-60 
3. Know-how and Technical and Engineering Fees - . . . . 7:50 
Total Fixed Cost . . ‘ . , . . ’ . » 61°10 
B. Working Capital: 
Current Assets a 10-50 
Less : Current Liabilities . . . ‘ . . . . 7 3-00 7°50 








C. Total Capital Investment . , ' , ' , ' ’ : 68° 60 
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2-14 While preparing details above, the Profitability of the new Company, sales realization 
from special starches sold in home and export markets was assumed at Rs. 1,500/- per tonne. The 


cost of raw material (starch-slurry) to be used in the manufacture of special starches was estimated 
@Rs. 900/- per. tonnes. 


2:15 Subsequently, the Company submitted a revised scheme of finance indicating a capital 
outlay of Rs. 74-00 lakhs as detailed below :— 


Fixed Assets: ; : Rs./lakhs 
Building ‘ ‘ : : F ‘ ‘ 3 j 5 ‘ A 6°25 
Plant and Machinery : : 
Imported (including customs duty etc.) + . . . . . . 19-00 
Indigenous . : . . . . . . 41°25 60: 25 
Technical know-how: : : *. ‘ . ‘ : . _ 3-00 
Technical Engineering Fee - : ‘ - 7 7 ° ‘ . 4:50 
74:00 
Current Assets . ‘ ‘ . ‘ . . . . ° 13°51 
(during the first year of working) - . . : . . . . 87°51 





The capital expenditure is expected to be incurred during the Ist year and production is also 
expected to commence during the same year. 


Sources of Funds 


2-16 The funds required for the project are to be made available from the following sources :— 


Rs./lakhs 
(a) Share Capital Equity < . ‘ ‘ ¢ ‘ ° . . 7 . . 30-00 
(b) Term Loan and Deferred Payments ‘ . . . : . woe ° 30°00 
(c) OtherLoans -+ - : : : ‘ 7 . : 7 : ° . 10-00 
(d) Unsecured Loans, Deposits - ' J ‘ : . : . : . . 6°50 
(e) Current Liabilities and Provision ‘ * . Y ’ . . . 7 1°50 
78°00 


P The balance of Rs. 9:51 lakhs are expected to be procured from internal generation during the 
rst year. 





Share Capital 


2-17 The shares capital proposed to be subscribed is as follows : 


Rs./lakhs 
Rs./lakhs “age of 
shareholding 
Anil * + + + 4 « 12-00 40% 
National Starch of USA (Collaborators) + 12°00 40% 
Financial Institutions . : ’ . 6:00 20% 


2:18 The total assets (excluding investments) of Anil at the end of 1972 amounted to Rs. 
623-44 lakhs. An investment of Rs. }2-00 lakhs in the new company, being small, will not make any 
significant difference to the total investment of Anil starch—the applicant company. 


Loans 


2-19 Rs. 30:00 lakhs are to be raised from term loans and deferred payments, In addition, 
a loan of Rs. 10-00 lakhs is to be raised from the banks. Unsecured loans and Current Liabilities 
during the first year have been worked out at Rs. 8-00 lakhs. 


The borrowings will be within the normal equity/debt ratio of 1:2. 


CHAPTER Ili 
EXAMINATION OF THE PROPOSAL 
Objections Received 


Out of all the Chapter III references received by the Commission up to now, the number of 
objections to the present reference and the vehemence with which these objections were pressed was 
unprecedented. In all, seven parties raised objections in response to the Commission’s public notifica- 

_ tion. All of them sent their objections in writing and two of the main producers of starch, Maize 
Products and Laxmi Starch, sent a number cf communications. These two as well as R.K. Chemicals 
also appeared at the public hearing and made their comments. The written as well as the oral submis- 
sions made by these different parties have been fully considered by the Commission in its examination 
of the proposal (The names and addresses of the parties which have shown interest in the proposal 
have been given in Appendix ‘B’.*) 


Main Issues 


3.2 Taking into account the proposal as put forward by the applicant company, and the ob- 
jections raised to it, the following three emerged as the key issues in examining the proposal : 


ta) Is there an existing demand for the speciality starches proposed to be manufactured? Is 
there a potential demand which is merely waiting to be activatea? Is the demand of a 
sufficiently large magnitude and in respect of items which may be considered to be of high 
priority in the economic growth of the country? 


(b) Is the technology required for the production of speciality starches already available tne In 
country, or is it likely to be available in the near future as a result of the research and 
development effort of existing producers as well as national research institutions? Even 
if this is not so, is it likely tha. it can be developed within a comparatively short period if the 
matte: is given adequate priority, and sufficient resources are made available? Is the 
import of foreign technology necessary in this context? Is such import likely to retard and 
discourage the growth of indigenous technology, both in the producing units and in na- 
tional laboratories ? 


(c) Even if it is decided that existing or potential demand justifies the setting up of a unit or 
units, and further that import of foreign technological know-how is necessary, is the pro- 
posed venture the best means of satisfying these requirements? In effect, this involves 
examination of the question whether Anil Starch and National Starch should be permitted 
to set up the proposed Joint Venture on the terms which have been proposed? 


3.3 There would be some other issues, but these would be less important in character and 
would to some extent follow our analysis of these three basic issues. We shall therefore turn our 
attention to the above mentioned three issues in that order. 


Demand for the proposed product 


3.4 The applicant Company has pointed out that speciality starches proposed to be manu- 
factured are not at present being produced in the country. Because cf the import restrictions, they 
have also not been imported on any significant scale. It is therefore not possible to assess the demand 
for these products on the basis of actual use in the country. It is however claimed that there is consi- 
derable potential demand which will matetialise in practice if the product is manufactuied in the coun- 
try. 


3.5 The applicant Company has prepared its own estimate of demand for the propcsed spe- 
ciality starches on the basis of various data. These data mainly include the available figures of pro- 
duction in different industries in which speciality starches could be used and also information received 
from potential consumers who were ccntacted by the representatives of the Company. On the besis 
of this survey, the Company has estimated that the demand for these products would about 44,000 


*After the Public Hearing was over, the Commission received a letter from the State Government of Kerala 
stating that, in the State Government’s view, the tapioca producers as well as the tapioca starch industry would be adver. 
sely affected if the present proposal is approved. The objection has been received too late for the Commission’s Report- 
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tonnes by 1978-79, the end year of the Fifth Plan. The estimates of demand as worked out by the - 
Company for three years 1974-75, 1978-79 and 1983-84 are given below :— 








TABLE 2 

Industry : 1974-75 1978-79 1983-84 

Tonnes Tonnes Tonnes 

Paper - . . ‘ : . or © as ‘ . : : 20,000 27,000 40,000 
Foundry + . : . . . ‘ . . . . 500 1,500 2,500 
Adhesives - . . . . ‘ . . . ‘ . 250 1,000 2,000 
Corrugated Box Board - . . . . . . . . 2,000 4,000 6,000 
Dry Cell Batteries : : : : 7 . ‘ . , 600 1,100 1,500 
Oil Drilling - . . ‘ . . , . . . : 300 500 800 
Food - . 2 . . : : 7 . : . . 1,500 2,000 3,000 
Fibre Glass - . ‘ ‘ , . . . . . . 50 200 500 
Cosmetic & Perfume . : ‘ , : : ‘ : : 250 500 1,000 
Textiles (for special application) - . : . . : . 4,000 5,000 6,000 
Other Miscellaneous uses + 7 . p : : ‘ . 500 1,000 2,000 
29,950 43,800 65,300. 

or, say °- 30,000 44,000 65,000 





3.6 From the above estimates, it may be seen that the paper industry is expected to 
account for more than 60 per cent of the estimated demand. The textile industry would account for 
about 10 pei cent. Thus these two industries between them will account ror about 70 per cent of the 
total demand as per the estimates made by the applicant Company. It will therefore be useful to 
examine the greater detail the demand estimate regarding these two industries. 


3.7 Before dcing so, a few general points regarding demand estimetes for speciality starches 
may be mentioned. Firstly, as would be indicated by the data previded in Table 1 above, regarding 
the utilise tion of capacity by the existing starch units in the country, that most of these units, and espe- 
cially the two major oncs have not been able to utilise their installed capacity to the full extent. In- 
adequate availability of raw materials is said to be one factor responsible for such under-utilisation; 
inadequate demand is said to be the cther and much mote important factor, as the applicant compyny 
itself has mentioned, “installed capecitics in the countty <re higher than the traditional demand”. 
This is of course not to say that the demand for speciality starches may not exist, even if thet for o1di- 
nary staiches is saturated. 


3.8 Another important point is that this is not one of the industries for which capacity of 
production targets have been set up by the Planning Commission. As is well known, such targets 
are now being set up only for the core and basic industries where the attainment of a certain capacity 
and output is considered essertial for ensuring balanced growth. This is obviously not an industry 
which can be put in that category. Not only the Planning Commission but no other authority also 
has been able specifically to indicate what the likely demand for speciality starches would be. The 
Commission consulted the Ministry of Industrial Development, the Directorate General of Technical 
Development and various national laboratories in this regard. While the DGTD has indicated 
that speciality staiches could be used in various industrie: such as pe per, textiles, fibreglass, food pio- 
cessing and pharmaceuticals as well as oil drilling no estimates about the current consumption or 
future demand have been made. It is also stated that some of the speciality starches aie at present 
being imported under different patent names, but no consolidated record of the imports for the 
past few years is available. The national laboratories have also stated that while some of them 
think that there would be demand for such starches they cannot make any quantitawve estimate of 
such demand. Some of the objectors have also drawn attention to this point, stating that there is 
practically no demand for these starches at present and further that, if the demand was of a large 
enough magnitude and intensity, the whole question would not have been so obscure. If some key 
industries badly needed these starches, they would have made vociferous demands for the import of 
these products and demand estimates would not then have been guess estimates as they are at present. 


Demand for Paper Industry 


3.9 The DGTD has stated that speciality starches can be used for the following purposes in 
the paper industry : 

1. Wet end additive 

2. Surface sizing 
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3. Coating 
4. In the manufacture of corrugated box boards. 


The Regional Research Laboratory, Hyderabad, has stated that the paper produced in India 
at present is not of high enough quality, and non-availability of speciality starches and starch products 
is an important factor responsible for this. According to it, several grades of speciality papers are 
being imported due to this situation. On the other hand, ATIRA has pointed out that, to the best of 
its knowledge, the entire requirement of oxidised starch in the pz per industry was being met by the pro- 
duction of such starches by Maize Products. Its view is that demand for such starches in the next 
five years could be met from this source. The Indian Paper Mills Association, Calcutta, has stated 
that the use of speciality starches can improve the quality of paper. The Association has however 
stated that mills like O1ient Paper already used the available starches in India. The consumption 
of starches varies according to the quality of paper produced. Speciality papers required larger 
consumption of starch. The All India Small Paper Mills Associa‘ion, Bombay, has stated that the 
quality ot starch currently available in the country is inferior. Therefore, if speciality starches become 
available in adequave quanlities, the quality of the paper produced can be significantly improve. 
Hindustar. Paper Corporation (a Government of India Undertaking) has pointed out that the demand 
for starch was likely to. increase in future as the quality of paper is improved. It also pointed out 
that the cost of production of paper may be reduced in some cases through the use of starches as these 
can be substituted to some extent for some other chemicals. The increasing use of hard wooas in 
place of bamboo and other conventional raw mateiials for the manufacture of paper may also result 
in incrzasing use of starch. 


3:10 Indian Paper Makers Association, Calcutta, has explained the position regarding the 
paper industry in some detail. It has been peinted out : 


“It is truc that some amount of starch can be used with edvantage in the manufacture of certain 
varieties of paper, Addition of starch for starch products is useually made to pulp in the 
stock preparation stage and the proportion is not more than 2-3°%. The other area where 
solutions containing starch along with some other similar materials are used is in the surface 
sizing of paper on the machine. The main advantage obtained by using starch in stock 
preparation is increased strength, particularly bursting strength while the advantage of 
sizing the paper on the paper machines in a size press or similar equipment are— 

1, Better printing reception. 

Reduced tendency towards fluffing. 

Increased pick resistance. 

Improved smocthness and finish. 

Improved resistance towards oil permeability. 

Improved burst stiength. 


NO bo 


“In India, starch is not being used as extensively as it should be and the practice varies from 
mill to mill. One of the reasons may be that most of the pape: machines in India are 
not equipped with the size press and the beater additive type of starch is currently in 
disfavour. The cost of starch vis-a-vis the selling price of paper is also an important factor 
in the final reckoning. 


“The consumption of starch or modified starches in the paper made is in the region of 1 to 3%. 
It is true that some modified starches are also used in place of ordinary starch but the choice 
of the type of modified starch will depend upon the end-use as well as the degree of modi- 
fication made. The degree of modification should only be sufficient to enable the starch 
to be used on the size press as the more modified the starch becomes, the greater is the 
degree cf its bonding strength. The drawback of modified starches is mainly the high 
viscosity of the solution which limits its use........ It is however felt that provided the 
cost of starch and its derivatives could be reduced and the right grades are made available 
to the industry, it can make more effective use of the material. In the final analysis, the 
amount of starch that the industry would be able to use will depend upon the willingness 
of the consumer tc pay marginally higher price foi the paper, commensurate with the 
improvement in the quality. 


“The real increase in the demand for starch and its derivatives would come from reduction 
in cost and the willing acceptance by the consumer of a some what higher price for a 
better quality paper, 1ather than by improvement in the quality of starches”. 
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. 3-11 The Association has questioned the proposition that non-availability of speciality starches 
is a significant factor in the low quality of paper. produced in the country at present. According to it, 
the production of poor quality pape? is more related to the type of raw materials available in the country 
and the unwillingness of the consumer to pay a higher price commensurate with the improvement in 
quality. According to it, the use of speciality starches is not likely to reduce the cost of producing the 
paper; if any thing, the cost is likely to be somewhat higher. Quality improvement would be mainly 
in respect of surface sized paper, the extent of improvement depending upon various factors such as 
quality of the starch, the grade of paper, and correct application. It will be seen that the main emphasis 
of this answer is that the cost of the starch will have to be sufficiently low if it is to be used in signi- 
ficant quantities in the paper industry. The alternative would be for the consumer to show readiness 
to pay higher price for improvement in quality. 


3:12 At the time of the public hearing, an affidavit by Dr. R.L. Bhargava, a Paper Technolo- 
gist, was submitted on behalf of Anil. The main points made by Dr. Bhargava were as follows :— 


(1) At ptesent, the paper industry in India is forced to use only sub-standard starches which 
are indigenously available as there is nc manufacture of cationic starches. 


(2) For producing paper of good strength and quality, cationic staiches are essential. They 
ate a welcome retantion aid to th: paper and pulp industry. They not only retain the 
fillers and fibres but also reduce the cost of production and substantially improve the 
quality. 


(3) Cationic starches are more effective and efficient binders for higher retention of fibr 
and pigments. The use of these starches not only imprcves the quality but also increas 
the yield of paper; and reduces the affluent problem by retaining the fibre and filler on the 
paper web. 


(4) Hypochlorite oxidised starches are not effective for these various purposes. 


Dr. Bhatgava had also mentioned that, according to his own information, indigenous know-how 
and technology for speciality starches such as cationic starch is not available in our country. 


3-13 Anil has pointed out that they have received a number of indications from paper mills 
that speciality starches will be used by the industry when they are available. The projections re- 
garding demand for speciality starch in the paper industry have been presented by them in the follow- 
ing manner : 


“The present production of paper is 803-543 tons (Source : Indian pulp & Paper, Volume 28, 
July, 1973). The future production of paper is estimated as under (Source : 4th-5 Year 
Plan Draft, 1969, page 37) : 


Year Production 

1973-74 960,000 From these figures, the production for 1974-75 and 
1978-79 1350,000 1983—84 is estimated at 1,000,000 tons and 2,000,000 
1980-81 1600,000 tons respectively, . 


Generally 2 to 5°% starch is used in the manufacture of paper. Because cf high cost and ineffi- 
cient performance of the ordinary starches locally available, paper industry in India has 
not been using starch in substantial quantities so far in the manufecture of paper. In 
U.S.A. where speciality starches are very freely available, paper industry uses about 300,000 
tons of starch per yzar. With the improvements of quaiity and efficiency, paper industry 
contemplates, the demand for speciality starches will be generated in a !arge volume. From 
the advice of experts of national Starch, and from the information collected during the 
visits te paper manufacturers, it is estimated that at least speciality starches to the extent 
of 1 to 3% of the production of the paper will be required, depending upon the quality of 
the paper, raw material and process. Taking an overall consumption at the level of 2% 
requirements of speciality starches for the year 1974-75, 1978-79 and 1983-84 are estimated 


as under :— 

Year ' Tons 
1974-75 20,000 
1978-79 27,000 


19$3-84 40,000 
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3.14 Thus the Company has assumed that speciality starches will be used for the whole pro- 
duction of paper and they have estimated the requirements on the basis of 2° by weight of the ex- 
pected production. In this connection, it may be noted that an authoritative study on the subject 
has stated that “practical experience has shown the normal mill addition rate to be in the range of 2 
to 5°%*, Another authoritative work supports this conclusion: “However, practical experience has 
been that upto 5 to 7% starch, and even higher, on the basis of the pulp, can be used with beneficial 
results, although normally between 2 to 3°/ starch is the most economical”. **Thus it may be stated 
that the assumption that starch requirements calculated at 2°% weight of paper may not be considered 
unfeasible or inappropriate. It should however be noted that, according to the Hindustan Paper 
Corporation, the use of starch may be estimated on the basis of 1°% on the production of cultural paper. 
Moreover, the question that still remains to be sorted out is whether, in the context of the Indian 
situation oe as it affects the paper industry, the use of speciality starches would prove to be 
economical. 


3.15 As mentioned earlier, one point made before the Commission was that some paper mills 
have found even the cost of the existing ordinary starches to be too high. It has also been suggested 
that, for use as wet and additive, gum may prove to be more economical and effective in our context. 
The question was therefore asked 2t the public hea.ing to Anil whether, in view of this, it was likely 
that, even if speciality starch was available, th: Indian paper industry would be able to afford their use. 
The answer given by the Company was two-fold. A pamphlet regarding the use of one cationic 
starch produced by National Starch was made available in which a conclusion was suggested that the 
use of this starch normally affected “25-35 °/ reduction in natural binder cost when it is used to replace 
protein or cassin”. A pamphlet abovt another cationic starch suggested that the speciality starch 
could help reduce the use of other raw materials. Such as gum and thus lead to significant cost saving. 
It was of course admitted that the results would bedependent upon the costs of the other materials and 
the costs of speciality starches. The point ‘¢mphasised was that such results may also be obtained 
in India. It was also suggested that paper manufacture becomes more economical through faster 
speeds and greater production without any loss of strength in the paper. Some relevant data about 
an experiment in the United States based on National Starch products were made available to the Com- 
mission. To what extent such possibilities would operate in the Indian context would, of course, 
depend upon the type of machines and the raw materials used as well as upon the speciality starches. 
Our conclusion can only be that it is possible that speciality starches could be useful for the purpose 
of improving the quality of paper production and, to some undefined extent, its quantity. To what 
extent it would be economical in the Indian context is something on which no clear opinion can be 
formed on the basis of the data available to us. 


3.16 In the Draft Fifth Five Year Plan, the production of paper and paper board has been 
estimated as under : 


1973-74 8,30,000 tonnes 
1978-79 12,00,000 tonnes 


If the demand for speciality starches is estimated as 2% of this quantity, it will amount to 24,000 tonnes 
by 1978-79. If it is estimated at 1% it would amount to 12,000 tonnes. This would of course also 
cover oxidised starches which are at present being produced by Maize Products and others, and are 
being used by the paper industry to some extent. 


3-17 Questions have been raised about whether starch of any type will be used for all varieties 
of papers, specially in view of the fact that at present very little is being used. It has been claimed that 
the uses of starch and specially of cationic starch would be confined to speciality papers and to paper 
varicties where special strength is required such as kraft papers. In an enquiry of this type, it is not 
possible to go into all these details. Definite data about the quantity produced of individual varieties 
of papers and estimates of production for such different varieties for the future are not available. 
Moreover, such detatied examination is not necessary for our purposes. As the authority quoted above 
suggests, on a rough and ready basis, the use of starches can be taken at the percentage by weight of the 
quantity of paper produced. In the Indian context the assumption of | to 2% appears to be reascnable. 
It may therefore be safe to assume that demad for starches for the paper industry by 1978-79 may well 
lie between 12,000 and 24,000 tonnes and this estimate would include all variety of starches, including 
oxidised as well as cationic starches. 


3.18 It has been pointed out by the applicant Company that cardboard, an especially 
boards for producing corrugated boxes, can be produced with considerable improvement in their 
quality if certain special starches can be provided. It was specially emphasized that, as the supply 


*Starch: Chemistry and Technology Vol. II (Industrial Aspects) Edited by Roy L. Whistler and Eugene F, Pas- 
chall Academic Press New York and London, 1967—PP. 128-129, 


**Pulp & Paper, Vol. If (Second Edition) by Jarnes P, Casey, Interscience Publishers, Inc , New York, 1961, p.957. 
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of wooden boxes is becoming scatce and evstly, there is need for cardboard packaging on a larger 
scale. With i:creasing export of many items including fishery products, the availability of good 
quality corruga‘’ed board boxes would be of Some importance. The Federation of Box Manufactuers 
of India a'so indicated that its members are likely to require starch in large quantities in the coming 
Years —-4,500 tonnes in 1974, increasing to 5,300 tonnos in 1978. How much of this will be special 
starch will of course depend upon the price of that starch a; against ordina*y starches presently avai- 
lable. The Indian Institute of Packaging has also indicated that about 90,000 tonnes of Kraft paper 
is conveited into corrugated sheets. About 4;000 to 5,000 tonnes of starch is used as adhesive by the 
corrugated box industry. This may well increase to about 8,000 tonnes by 1978-79. Anil has taken 
the view that about 4,000 tonnes of speciality starches will be réquired for the corrugated box board 
industry by 1978-79. 


Textiles 


3.19 Our enquiries have revealed that speciality starches ate used fot sizing of blended fabiic 
to give them sufficient resistence so that there may be less warp breakage in the weaving. Anil has 
stated that its use for sizing of viscose acetate, wool-nylon, polyester, and acrylic fibres is also re- 
commended. However, during our discussions with the representatives of ATIRA, we were informed 
that such starches are not required for purely synthetic fibres. 


3.20 It has been stated that at present sizing matetials formulated from polyvinyl alcohol 
(PVA) are used for sizing synthetic blended fabric. PVA, it is said, is presently being imported; 
and manufacture of speciality starches by the applicant Company will lead to import substitution. 
Enquiries by the Commission have, however, tevealed that M/s. Cellulose products of India Limited, 
Ahmedabad, are shortly expected to commejice the production of PVA with an installed capacity 
of 500 tonnes per annum. Cellulose Products have stated that their contemplated production of 500 
tonnes of PVA should be sufficient to meet the present and contemplated demand for the polyester 
fibre industry in the near future. 


3.21 .The Commission has obtained some independent views regarding the demand for the 
textile industry. These views are as follows :— 


(A) Chemicals & Fibres of India Lid. Belapur Road, Thana (Maharashtra State): 


According to this Company, speciality starches like oxidised starches, starch others, etc. 
are normally used at a 5 to 10% concentration in polycster/ccllulosic yarn during warp 
sizing. From the present capacity ef 24,000 tonnes of polyester per annum in the country, 
this company expects that about, 20,000.tonnes would be consumed in biended fabrics 
and these will get converted to approximately 30,000 tonnes of polyester/cellulosic yarn 
which will require, 2,000 tonnes of modified starch per annum. 


(b) Ahmedabad Textile Industry's Research Association (ATIRA): 


This association has projected the demand in the following manner :— 


(its source for statistics is the report of the sub-committee of the Development Council for man- 
made textiles on demand estimates of synthetic and cellulosic textiles, “synthetics and 
fibres”, April-June (1973) — pp. 7-28). 


1. Present installed capacity of polyester fibre manufactures 18,000 tonnes 
2. Capacity likely to reach during 1973-74 24,000 tonnes 
3. Further inctease in capacity during the next few years. : . 

(30,000 tonnes in Ass4m, 6,000 tonnes in Punjab) 36,000 tonnes 
4. Total capacity to reach in the next few years 60,000 tonnes 


Of the estimated 60,000 tonnes of polyester fibre to be produced, 35,000 tonnes would be consumed 
by cotton atid woollen mills. For blended fabrics, an estimates of 30,000 tonnes (leading to 50,000 
tonnes of mixed product) can be made. On the basis of 10% size add on, approximately 5,000 
tonnes of PVA substitute, principally starch derivatives, woula be required. In addition, 5,000 tonnes 
of special starches may be required as a base size. 


3.22 Anil’s estimate of demand for textile sizing is 5,000 tonnes for 1978-79. This is much 
larger than the estimate cf Chemicals and Fibres, which is related only to the use of special starches 
for blended fabrics, and about the satrie as that ATIRA. The expected production of PVA by Cellu- 
lose Producis has also to be taken into account for this purpose. Moreover, the Indian Cotton Mills 
Federatiun, in a letter addressed to Maize Products on 24th January, 1974, have stated that on mill 

5—-10 Mof LJ&CA/ND/79 
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has approached either the Federation or the Textile Promotion Council about non-availability . of 
speciality starches for export of textiles. They have themselves concluded that “exports of textiles are 
not impaired or retarded by the non-availability of speciality starches”. It may thus be seen that 
while speciality starches, if available, may be demanded for the sizing of certain blended fabrics, their 
non-availability does not appear to be leading to any major difficulty for the Indian textile industry. 


Oil Drilling 

3-23 Anil has stated that certain speciality starches proposed to be manufactured by it will 
be a more efficient substitute for carboxy methyl cellulose (CMC) which is at present used for base 
mud in oil drilling operations. It has been claimed that the price of the CMC is much higher as 
compared to the prices of speciality starches when they are produced. Anil expects that requirements 
of such starches by 1978-79 would amount to about 500 tonnes. It has also been st. ted that the Com- 
pany hopes to export such starches for oil drilling operations to some countries in West Asia from 
where a few enquiries regarding such production have also been received. 


_ 3-24 The Commission’s enquiries from the Oil and Natural Gas Commission (O.N.G.C.) 
have revealed that, for drilling operations in India base mud is prepared mainly with bentonite powder 
or other mud making clay locally available. Jt has also been mentioned that CMC is used as a water 
loss reducing agent and, if a starch is found to be a suitable and economic substitute, the requirement 
can be three to five tonnes per well. | Cellulose Products who produce CMC at present have expressed 
doubts whether speciality starches would be as effective as CMC. The O.N.G.C. have also stated 
that if special starches are found to be suitable and economic material for making “low solid mud” in 
place of conventional benetonite mud, the requirement may be 12 to 15 tonnes per well. O.N.G.C. 
have also stated that they have recently attempted to use an item called “Daxtrid” for off shore drilling. 
This is a proprietory item sold by another U.S. producer, and it is not clear whether this is a special 
starch or some other type of compound. | The O.N.G.C. have therefore stated that at 
this stage it is not possible to be certain about how far the proposed starches will be suitable and in 


what quantity they may be required. 


Dry Cell Batteries 

3-25 Anil has pointed out that special starch of certain type would be of much use in the pro-_ 
duction of dry cells, the requirement being 1 to 1-5 tonnes per one million cells. On this basis it had 
estimated starch 1equirements for such batteries to be 1100—1600 tonnes by 1978-79. 


3-26 According to some dry cell manufacturers to whom the Commission had written, the 
starches alieady being produced in the country are being used by the dry cell manufactureis. The 
utilisation of starches varies from 1 to 1-5 tonnes per million cells according to the type of battery, but 
one tonne per million is thought to be a good average basis for calculating demand. It has been stated 
that while there has been no difficulty about the availability of ordinary processed starch, speciality 
starches may provide a basis for improving quality, both in terms of shelf life and leak resistance.* 
According to the Draft Fifth Five Year Plan, the expected production of dry cell batteries in 1978-79 is 


{300 million cells. 


: The estimated demand for starches may therefore be put at 1300 tonnes. This will of course 
include the processed starch already being used as well as the special starches proposed to be pro- 


duced by the Joint Venture. 


Foundry 

3-27 Anil has pointed out that, while cheaper binders like molasses, sulphite and lye are 
used in the foundry industry on a large scale, speciality starches will be important for special appli- 
cations. As demand for precision castings is growing, speciality starches to the extent of about 1500 
tonnes will probably find a market in the foundry industry. 


3:28 The Commission’s enquiries from the foundry industry suggest that, in addition to 
traditional materials, dextrine are also used in the foundry industry in India. Different degrees of 
water soluble dextrins are used for different purposes in the industry. Such dextrins ate already being 
produced by the present starch manufacturers and no specific demand for special starches has been 


indicated. 


*After the Public Hearing, the Commission has received a letter from Union Carbide, the major manufacture 
of dry cells in India. Union Carbide at present uses processed starch for its dry cells production, the suppliers being 
Anil Starch and Sayaji Starch (Maize Products). It has been further stated : ‘speciality starches are very much needed 
for dry battery as it performs a number of varied functions like forming a part of the ingredients of the separators bet- 


ween anode and cathode, vehicle for electrolyte etc.’’ Certain special properties required both for the process and 
the product are not present in ordinary starch. It is this Company’s view therefore that additional facilities for 
' the manufacture of speciality starch need to be established in the country. mg 


23 


Adhesives 


3-29 With the increasing use of adhesives, Anil has claimed that there would be demand for 
speciality starches for this purpose. Animal glue which is used for certain types of adhesives at present 
gives a bad odour and speciality starches, it is claimed, would be a much better substitute. It is there- 
fore suggested that there may be a demand for 1,000 tonnes of speciality starch for this purpose. 


i 3-30 In this connection, the Shriram Institute for Industrial Research, New Delhi, has stated 
as follows :-— — 


“In view of the fact that the import of gums and other raw materials for adhesives has been 
1estricted or reduced to barest minimunm, starch ‘speciality’ products have to cater for 
growing Indian market and hence they have to be produced on larger scale. The present 
production of these items is hardly sufficient to meet the requirements even at present”. 


Food Products 


3-31 Anil has claimed that special starches find useful application in processed foods such as 
canned foods, frozen foods, baked foods, dry foods, confectionary and beverages. It is also claimed 
that speciality starch applications aiso help to keep the food in acceptable form, to avoid deteriotation 
on sto1age and retrogradation at low temperature. Normal maize starch or tapioca starch may not 
fulfil these functions. The applicant Company has claimed that processed foods are becoming 
popular in the urban areas in India. It is therefore been suggested that the demand for " speciality 
starches for these applications may ecsily amount to 2000 tonnes by 1978-79. 


3-32 The DGTD have stated that in canned food, certain specizlity starches may be of use to 
provide better heat processing and more nutrition. The use of speciality starches may also play an 
important role in severely processed foods and frozen, dried:and dehydrated foods. 


3:33 Anil has also emphasised the importance of special starches in the production of baby 
foods. In this connection, communications made available to us from the Kaira District Co-operative 
Mills Producers Union, Anand and the Glaxo Laboratory, Poona, indicated that these two concerns 
do not use speciality starches at present for their baby food products. This is of course not to say 
tht such staiches may not be used if they are available. 


Other Uses 


3-34 Anil has also pointed out a number of other uses of speciality starches such as the glass 
fibre industry, the cosmetics and perfume: industry, laundries, the production of cigarettes, detergents, 
dusting powder and surgical dressings and also in water treatment plants. There is no evidence that 
any of these industries are at present badly in need of such starches. It is however possible that it 
speciz| “tailor-made” starches are made available for use in these industries at economical prices, they 


may be usec. 


3.35 To sum up, our examioation of the demand estimates put forwaid by Anil together with 
the data mad> available by cthers and collected by the Commission suggests that there is no demand 
for speciality starches which can be considered to be a pressing one. Even in the paper industry, where 
the applicant Company expects the maximum demand to arise, the demand is not a felt one in the 
sense of the industry wanting the speciality starch so badly that it would otherwise like to import these 
pioducts. Tolerable substitues in the form of processed starches already produced are available. 
Similarly, in the textiles industry, some substitutes such as PVA are likely to be available in the country. 
A similar situation is to be found regarding most cf the other uses indicated by the applicant Company. 
The conclusion therefore is that there is no pressing demand. for the proposed products the non-ful- 
filment of which can adversely effect industrial development or consumer satisfaction. At the same 
time, enough material has been made available to the Commission to suggest that, if such starches 
become available, they would be of use in impioving quality and to some extent also help improtant 
purposes like building up exports. At the same time, it cannot be overlooked that there is a signifi- 
cant overlapping area where the production of processed starches based on indigenous technology at 
present may be adversely affected in terms cf demand a, a 1csult of th. proposed production based 
on imported technology. This aspect of the matter will also have to be taken into consideration. 


Availability of Maize 


3-36 Another angle to this question, which we shall consider further, is that unless maize 
production is additionally undertaken foi the purpose of speciality starches, the proposed production 
would hive to compete for the same raw material with existing production. One of the major factors 
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limiting production of the existing units appears to be the shortage and the high prices of maize in 
India. Anil has stated as follows in this context :—~ 


“It will be appreciated that with the introduction of hybrid maize, the maize crop has been con- 
tinuously increasing in the country. We give hereund:r the figures of the maize crop for 
the years 1949-50 to 1970-71 (Source : Table 2-1, page 7, Food Statistics. Directorate of 
Economics ard Statistics, Ministry of Agriculture, Government of India, 1972) : 


Year Thousand Tonnes 
1949—50 2,046 
1950—51 1,792 
1955—56 2,602 
1960—-61 4,080 
1961—62 4,312 
196263 4,607 
1963—64 4,561 
1964—65 4,664 
1965—66 4,823 
1966—67 4,894 
1967—68 6,270 
1968—69 5,701 
1969—70 5,674 
1970—71 7,413 


It can be seen from these figures thatthe production of maize has been continuously increasing. 
In 1970-71 when 7-4 million tons of maize was grown, the Industry had no difficulty in 
procuremert of raw material. However, in the last year there was a serious drought, and 
this year, a heavy downpour and floods. Due to these two successive calamities, the crops 
in the country were unsatisfactory and there was a general shortage of foodgrz ins. 


“These conditions will not be a continuous feature. The targets of food crops for the Sth Five 
Ycar Plan indicate that there will be a substantial surpius of maize. In this connection we 
enclose a photosiat copy of Agriculiure Industry’s News Published by the Corn Refiners Inc. 
Volume 5, No. 2 of July, 1973 marked Annexure 10-3, It can be seen from this bulletin 
thet an explosion in the corn yields has occured ip U.S.A. with the availability of nitrogenous 
fertilizers, bciween 1955-1970 and that their yields have risen from 39 bushels to 78 bushels 
per acre (equivalent to 2 tns per acie). India’s yield per acre today is approximately 0-5 
ton of maize per acre. (Source : Fertilizer Statistics 1971-72 page 515, Fertilizer Associe- 
tion of India, New Delhi-1). Nitrogenous fertilizers had been in short supply in the past 
3 years, but new plans are underway to increase fertilizer production in a big way in the 
countiy. With the nitrogenous fertilizers becoming more freely available, it will not be 
wiong to hore that the yield of maize may well increase to 1-0 ton per cacre by 1978-79. 
The present area under the maize crop is 14-6. million acres (Source : Fertilizer statistics 
1971-72, page 515). This area is also on the increase. Fiom this we feel that there would 
be no difficulty in obtaining 20,000 tors of additional maize required for this new project”. 


3°37 While it is truc: that production of maize ha: increased substantielly, its availability for the 
starch industry has to compcte with ils usc as food for the population. In certain periods of acute food 
shortages, Government has denied the use of maize to the industry. While it is true that the produc- 
tivity in maize cultivation, like agricultural p1oductivity in practically all crops, is low in India to that 
prevalent in countries like USA, we cannot jumps to the conclusion that this situation is going to be 
remedied drastically in the near futuie. There are many problems regarding the availability of ferti- 
lizers, better seeds etc. We need not go into all these for the presert purpose. In our view, unless 
additional maize cultivation is undertaken specially for industrial purposes (we discuss this problem 
later), the propcsed pioject cannot but compete with the existing starch manufactwiers for the availa. 
bility of the basic raw material, viz., Maize. , 


Import of Technology & Its Implications 


3.38 The next question which is of importance in examining the case is whether the import 
of technology for the production of speciality starches is advisable and what its likely impact would 
be on indigenous development of technology. This question has ben discussed quite extensively 
earlier in a meeting called by the Council of Scientific and Industrial Reseacrh and also at the public 
hearing about this case. There is no doubt that it is of considerable importance in the present cor- 
text 
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Anil’s. Case 


3.39 Anil has explained that the question of technology necessary for developing the pro- 
duction of speciality starches should be examined under two heads:— 


(1) Manufacturing technology, and 
(2) Application technology. 


The manufacturing technology consists of (a) laboratory scale process development, (b) pilot plant 
scale prcecess development, (c) design and engineering of equipment, and (d) plant scale production. 
It has been pointed out that, though some of the national laboratories do have facilities to study the 
reactions of some re-agents with a view te developing a process, they are neither equipped to try 
the process on a pilot plant scale nor can they offer complete design and engineering data for develop- 
ing a product on a plant scale. 


3.40 Anil has further pointed out that application technology requires detailed study of the 
product for a particular use. The speciality starch products with different degrees of modification 
with different adjuncts might find application in various fields. Relatively small differences may 
make a very large difference in the application potentiality cf a product. “A difference of 0.02% in 
the treatment of a cross linked food starch can make the difference between an acceptable and an 
unsatisfactory starch for thickening canned foods, Very small differences in treatment and visco- 
sity can determine whether a gumming dextrin used to apply adhesive to the backs of postage stamps 
will give stamps that will stick when used or will fall off.” It has been suggested that it is such dctail- 
ed knowledge of application technology which is the special know-how developed over the years by 
a Company like National Starch—the proposed collaborator. It is pointed out that there is no labo- 
ratory in India which has experience or equipment to evaluate or to develop application technology 
in this lice of production. In the absence of such a facility, repeated plant scale trials will be required, 
and no user of the product would agree to such trials on a continuing basis. 


3.41 It has also been pointed out that the existing starch manufacturers in the country do not 
have adequate research facilities. While all the three main manufacturers have been doing some pro- 
duct development work, the staff and facilities available with them are quite inadequate. The facili- 
les available in the national laboratories are also ‘inadequate. Thus neither the industry nor the | 
laboratories in the country possess capacity to develop speciality starches and their applications 
in various industries. 


3.42 It has been further pointed out that the development of the starch industry to its presenf 
level has been accelerated mainly through foreign assistance, As pointed out earlier, the design ot 
the plant of Anil was made by a German national. An American consultant designed its dextrose 
and glucose syrup plant. Enzyme and dextrose production was established in collaboration with 
a Japanese company. The manufacture of glucose isomerase and isomerised syrup is being establish- 
ed in collaboration with another Japanese company. 


3.43 Anil has also pointed out that Maize Products, the other major producer of starch in 
the country, developed its dextrose and glucose syrup plants in collaboration with a French firm. 
The manufacture of Dextrose and acid modified thin boiling starches was established in collabora- 
tion with an American company. The process of manufacturing enzymes and dextrose was establish- 
ed in collaboration with another American company and manufacture of glucose isomerase etc. 15 
being established in collaboration with a Japanese company. It was also alleged thet Maize Pio- 
ducts has obtained the know-how for the manufacture of some speciality starches from an American 
company on the basis of exchange of technology. 


3.44 The main point emphasised by Anil is that the development of the starch industry in 
the country up to now has been largely on the basis of collaboration with foreign companies in scme 
form or the other. Due to various reasons, research in starch technology has not received adequate 
attention in India either from manufacturers or from national laboratories. Thus it may take quite 
a long time—possibly over three decades—before the already available technology can be develop- 
ed indigenously. Import of technology is thus necessary inorder to buy time. ‘Especially in the 
field of chemical technology, it was claimed by the applicant company, knowledge doubles every ten 
years and unless we buy time by importing technology we would be lagging behind for all times to 
come. Starch technology has been best developed in the United States. Even advanced countries 
like Japan, France, the United Kingdom and Canda have welcomed the import of technology develop- 
ed by National Starch for speciality starches by permitting establishment of companies which are 
associated with or are subsidiaries of National Starch. There is no reason, therefore, for India to 
fight shy of the proposition that technology should be imperted. In this part of the world. there is 
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no other large producer of speciality starches. If India inorts this technology and establishes pro- 
duction on this basis, it will have obtained a lead in establishing this line of production in gut pat 
of the world. The import of technology would thus help India to build up a base position in this 
industry so as to enter the international market. 


Objections 


3.45 As against this, Maize Products pointed out that the technology involved in the manv- 
facture of speciality starches is perfectly within the competence of indigenous, Indian technology 
The essence of the technology of speciality starches is well-known; the patent books give all the neces- 
sary data. If there is demand for a particular starch, it can be produced within a short time after 
some experimentation i the country. It was lack of demand, non-availability of certain chemicals 
and non-availability of special maizes which were the factors which have prevented the production 
of special starches in India’ not the lack of technical know-how. 


3.46 While Maize Products admitted that they have obtained certain know-how from foreign 
companies in the past, their attempt has been to ob.ain the minimum data required and then develop 
it further in the country. The idea is not to isolate the country from foreign know-how but only to 
obtain what is essential at the cheapest cost and then to develop it further through research and experi- 
mentation in the country itself. The most important point made by them in the present context was 
that certain speciality starches for application in the paper and textile industries have been developed 
in India by ATIRA, NCL, Shriram Institute and the Electro-Chemical Research Institute at Karai- 
kudi. Certain processes developed at ATIRA have been licenced to Maize Products and their pro- 
duction and further development have been undertaken. It was emphasised on behalf of Maize Pro- 
ducts that pilot plant type of work can be donc .to some extent in the Indian laboratories and insti- 
tutions such as ATIRA’s own pilot plant, and, for the-paper industry, in the Forest Research Insti- 
tute at Dehra Dun, and the Institute of Paper Technology at Saharanpur. Their feeling was that the 
object behind the proposed import of technology from National Starch is not primarily technical but 
commercial and that such import would adversely affect the use and therefore the further develop- 
ment of indigenous technology. 


3.47 Another producer of starch, Lakshmi Starch, raised somewhat similar objections to the 
import of technology. Lakshmi Starch emphasised that it was on stronger grounds in raising this 
objection as it had developed its production without any foreign collaboration or import of technical 
know-how. It was confident that as in the past so also in the future, the development of speciality 
starches on the basis of indigenous know-how would be possible as and when the requirement for 
these starches was actually felt with the development of different industries in the country. It also 
pointed out that application technology of other countries may be of little value in India because 
conditions here in respect of the nature of production, volume, quality of available raw materials and 
the type of machinery used may be quite differet from these prevalent abroad, and especially in an 
affluent economy like that in the United States. Considerable work will therefore have to be done 
in India before the speciality starches developed in the United States can be accdpted as “‘tail or made” 
to suit the requirements of Indian industries. The import of application technology was therefore 
not likely to be of much practical utility. This aspect was also emphasised by Maize Products. 
It was also stated that work was in progress on hydroxy ethyl starches and the development of pro- 
cesses for the manufacture of this type of starch may not be difficult. ATIRA’s process of oxidised 
starch is already being used by Maize Products. The representative of R.K. Chemicals pointed out 
that for dextrin—a starch product used for foundry purposes—the Indian Standards Institution has 
already laid down a specification, and some manufacturers were already producing products to suit 
such a specification. . 


Views of Experts 


3.48 Looking at the very different approaches and assessments placed before the Commis- 
sion, we thought it necessary to obtain independent information from research laboratories and insti- 
tutions. The Ahmedabad Textile Industries Research Association pointed out thet it has developed 
the process for the preparation of certain oxidised and cross-linked starches and dextrins. ATIRA 
also stated that it was understood that a process for the preparation of carboxymethyl starch has been 
developed by Maize Products and the product as being evaluated for textile end-uses. “As far as 
our knowledge goes”, ATIRA pointed out, “Maize Products are meeting the entire requitements of 
oxidised sta1ch for the paper industry. In our assumption, they should be able to meet any increased 
demand of this derivatives of starch in the next five years.” A further pointed made was that most 
of the other starches proposed to be produced by the Joint Venture were not being manufactured in 
India and that “in fact markets will have to be developed for these items.” About the development 
of such new starches in India, ATIRA pointed out, “whereas the development of processes on the labo- 
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tatory scale....can be done in ATIRA if required within a relatively short time, scaling up to pilot 
plant and translation of these results into full scale manufacture will take a fairly long time. In addi- 
tion, considerable work will have to be undertaken in evluating these products by performance test. 
Since National Starch and Chemical Corporation of USA are recognised leaders in the field of starch 
derivatives, they may be able to provide forthwith detailed technology know-how for the manufacture 
and application of speciality starches.” Dr. Srivastava, the Scientist in charge of starch development 
in ATIRA, stated further at the public hearing that it was his view that the work.that they had done 
and the work that is further progressing could meet the requirements of the textile industry. Some 
part of the requirements of the paper industry were also likely to be fully met by the processes already 
developed. As for other speciality starches, his view was that there wes no laboratory as yet which: 
was specially organised for the development of starch technology. Whether it was ATIRA orf any 
other laboratory, starch technology was a sideline at present. He did not think that the development 
of this technology was beyond the competence of the scientific and industrial talent available in the 
country. The question was one of resources. In his view, it would take two to three years to deve- 
lop a particular process application and another year or two for the detailed technology to be work- 
ed out. One research team would thus take about five years to establish the production of a parti- 
cular starch variety or a group of related starches. If a number of teams could be set up simulta- 
neously, a number of starches could be developed in five years. Otherwise, a much longer period 
may be required. It all depended on the priority that was given to these developments and the re- 
sources made available. 


3.49 Some of the other national laboratories pointed out that they had developed certain 
processes in starch technology. The Shriram Institute for Industrial Research pointed out that it has 
developed a process for the manufacture of carboxymethylated starch which is already patented and 
which may match with some of the items. A process is already licensed for the production of starch- 
ed for adhesives. It was similarly pointed out that the National Chemical Laboratory, Poona had 
developed know-how for starch products useful for paper adhesives. The Central Electro-Chemical 
Research Institute, Karaikudi. had developed a process fcr dialdehyde starch but no interest has been 
shown for commercial exploitation by the concerned industries. A process for TKP powder and 
another for a substitute for arabic gum had also been 1¢ecently developed. The letter from the Shriram 
Institute emphasised that only some of the special starches proposed to be produced appeared to be of 
types for which the technology was not likely to be available in the country and might therefore have 
to be imported. : 


3.50 The Council of Scientific and Industrial Research informed the Commission that there 
is a good deal of competence for process development as well as for undertaking design and engi- 
neering of the processes developed in the country in regard to the sterch industry. It also indicated 
that in its view, while many of the varieties of starches proposed to be produced are not manufactured 
in the country, there is not urgent need to establish their manufacture as there is no demand. Ncr 
were any imports taking place. “As and when demand for these starches arises, country has 
enough competence in process development, design and engineering and application facilities to 
develop the same.” Shri Baldev Singh of the Council of Scientific and Industrial Reseatch, who 
represented the Council zt the public hearing, agreed that, though some work had been done in 
various laboratories, the development of starch technology, had been up to now a comparatively 
undeveloped area. He agreed that even in the perspective plan of technology development, 
starch technology had not been given any importance. He however felt that in view of some 
of the recent develop.. ents in starch applications, it will be useful to give more attention to 
the development of this technology. Some thought was being given to the development of Centre 
where this technology could be developed. While there need be no objection to importing 
technology if it would save a great deal of time, he did not think it necessary to import technology 
for various detailed applications. Moreover, he would be in favour of obtaining the technology 
on a down-payment basis so that further development ot that technology would take place in India. 
Continuing import of technology may not be desirable. This may also prove to be costly. 


3.51. The DGTD pointed out in its communication to the Commission that there are varieties 
of special starches for which no local technology has so far been developed. Import of technology 
on a payment basis in such case may be peimitted. At the same time, steps should be taken by the 
company which imports technology to set up R&D facilities fo. absorbing and improving on imported 
technology. It was also suggested that, although the development of speciality starches by the exist- 
ing unit may be feasible, elaborate testing arrangements for developing end uses may be necessary. 
Laboratory and other facilities for studying and uses of modified starches for a variety of purposes 
may not be available in the country. A Repiesentative of the DGTD who appeared at the Public 
Hearing reiterated this point of view and suggested that import of such technology may be justified 
specially, if directly or indirectly, it helps build up an export market. 
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Government Policy 


3.52 For examining this problem, it will be useful to keep in view the basic outline of Govern- 
ment policy in this context. The Draft Fifth Plan has staied that, self-reliance being a mzjor objec- 
tive of the Plan, maximum utilisation and development of indigenous sc‘entific and technolog'cal 
clements are important. Highest priority will have to be given to the applications of the scientific 
and technological skills which have already been built up by the many R & D organisations in differ- 
ent areas. About the import of technology on the basis of foreign equity investment, the document 
points out that “in general, foreign equity investment represents an expensive form of resource trans- 
fer. That does not mean that there is no scope for such investment. If the technology happens to be 
of critical importance for the development of a very high priority sector, then foreign equity invest- 
ment can be permitted, provided the know-how cannot be directly purchased. However sufficient 
care should be taken to avoid repetitive purchase of technology. Furthermore, technical collabora- 
tion should be for the process and not for the brand name as this is very expensive and unnecessary 
for consumer welfare.* The Guidelines for Industries 1973-74 issued by the Government of India 
also lay down thet “foreign collaboration/investment is permitted selectively only in fields of relatively 
high priority and in areas where sophisticated foreign technology would become available to the 
country. Exceptions may be considered only in respect of export oriented schemes.”+ While we 
shall go into the details regarding the actual collaboration terms a little later, the above given quota- 
tions indicate tha. the basic approach is that import of technology should be considered only in high 
priority industries or in export oriented industries; that such import needs to be so organised that 
indigenous technology and its development shoul not be discouraged and further development of the 
technology should be encouraged. Repetitive import should be avoided. This was also a point 

. emphasised at the public hearing by the representatives of the CSIR and also by the representatives 
of some of the objectors. It was even suggested:that wherever fossible, import of technology should 
be channclised so as to avoid repetitive impoit: 


Should Import be Permitted ? 


3.53 The fear that approval of a proposal such as the one under consideration can lead t© 
competitive and repetitive import of technology is underlined by the fact that, according to Maize 
Products, if the present proposal was approved, it was clear that their competitive position would b¢ 
adversely affected and that therefore it was necessary for them also to seek foreign collaboration. 
At the same time, it cannot be ignored that from all accounts National Starch is a leader in the field 
of starch technology in the wold. It has a very large research organisation which specialises in 
starch and related technology; its prominece-in the field was accepted by all those who were consult- 
ed by the Commission. Looking at the fact that National Starch has made availzble its technology 
up to now only to concerns in which it has substantial equity alae wo indicates that the know- 
how available with it cannot be obtained except on the basis of the kind that is now proposed. It 
will therefore not be a practicable proposition to think in terms of obtaining technology from 
National Starch on the basis of a oncé-and-for all payment, or on the basis of channelised import 
after which technology cati be made available to all starch producers in the country. The choice is 
between obtaining National Starch technology broadly on the terms suggested in the proposal, cr 
not obtaining it at all. Froth the information available, it appers that the know-how which Maize 
Products propcses to obtain will be or the payment of a technical know-how fee plus a royalty pay- 
ment for ten years; there would be no equity perticipation, and no continuing availability of know- 
how. 


3.54 From all the material available to the Commission we have come to the conclusion 
that, for the immediate requirements of the textile and paper industries, the know-how already develop- 
ed in the country and which can be further extended in the near future is likely to be adequate to mect 
the esseritial requirements. It also appears possible that, if starch technology is now thought to be 
an important area for further development, the industry as well as the C.S.1.R. will be in a position — 
to devote more resources for such development. The basic talent for technological growth already 
exisis, as indicated by the work dove in the diffeient national laboratories. It is also not unlikely 
that, if foreign technology is imported for applications which have already been developed fully or 
pattialy and the company which imports such technology is able to exploit the foreign know-how for 
commercial purposes, the development of indigenous technology may be adversely 
affected. On the other hand, there is no doubt that, for a large variety of starch applications, the 
technology already available with National Starch cannot be di veloped in India without considera- 
ble lapse of time and much expenditure. If these products are to be developed in India, specially for 
purposes of building up of an export market, this can only be done speedily on the basis of import- 
ed technology. It is true that “tailor-made” applications cannct be imported readymade; further 





*Draft Fifth Five Year Plaa, pp, 18-19: 
tGuidlines for Industries, 1973-74, Ministry of Irdustrial Development, Government of India, Page 8. 
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work to ensure that the application techniques are suited to Indian raw materials, production techno- 
logy and volume of output will be necessary. Such work can be speedily done, if it is based on the 
advance already made by a prominent organisation like National Starch, and with their facilities as 
well as the facilities to be created in India both being available for experimental purposes. There 
is no doubt that these technologies can be developed in India but it is clear that some of them cannot 
be speedily developed taking into account the resources that can be made available for the purpose. 
The idea that because the basic information about the patent is available, the actual production pro- 
cess can be worked out immediately without much difficulty cannot be accepted. If this was so, 
no one will pay for obtaining the technical know how of a patented process. There are many vital 
details which are usually kept back in the patent description, and much more information about the 
actual production process which is vital for successful manufacturing. Given time and resources, 
there may be no difficulty in copying the know-how and further developing it; but the idea (suggested 
by some objectors) that because the patent is registered, know-how is available is not correct. 


3.55 To sum up, it does not seem as if the import of technology into this area is essential to 
serve any high priority purposes in respect of the requirements of Indian mdustry. Moreover, the 
import of such technology can possibly have an adverse impact on the development of technology in 
India. At the same time if it is likely that the production of speciality starches in India can be deve- 
loped. substantially for export purposes, speedy development of such production may be essential; 
and for such development, import of technology from a prominent organisation in this line may be 
cf considerable use. 


Proposed Joint Venture — 


3.56 Even if it is accepted that, in case the production of speciality siarches is to be esta- 
blished in the country and that this can be speedily achieved only on the basis of imported techno- 
logy, the question remains whether the proposal for a joint venture to be established as proposed would 
be the best way of doing it. In this connection, we have to see whether the two principal parties 
involved in setting up the proposed Joint Venture are the right parties and the terms on which they 
pfopase to set up the Joint Venture ate the approprite terms, taking into account the provisions 
of the MRTP Act and also the guidelines of policy laid down by Government. 


. 3,57. As has already been indicated earlier, Anil is registered under the MRTP Act as a domi- 
nant undertaking. ILPIC had designated it as belonging to the Large House of Kastutbhai Lal- 
bhai. Even though in the present applicaiton, it has accepted interconnection only with Saraspur 
Mills Limited at the time of the public hearing its representative agreed that, purely for the considera- 
tion of the present case, the applicant Company has no objection to be considered as belonging to the 
Large House of Kasturbhai Lalbhai. The Commission has therefore not thought it necessary to 
go into this question of the applicant Company’s interconnection with the various other companies 
of the so-called Kasturbhai Lalbhai group. According to the present industrial licensing policy of 
the Government of India, large industrial houses are to be eligible for entry into industries listed in 
the appendix to the Government statement of February 1973. Processed starches or speciality star- 
ches as such are not included in the list. It has been suggested that these could be brought under the 
item “miscellaneous chemicals for industrial use only” which is one of the categories included in that 
list. This argument is somewhat tenuous because in effect it would mean that all kinds of chemical 
industries can be brought within the scope of ba houses. Another point made by the applicant 
Company is that such starches are of importance for the further development of some of the indus- 
tries included in the list open to the large houses such as paper and pulp and man-made fibres. We 
heve seen earlier that, while special starches would undoubtedly be ul especially for the develop- 
ment of certain quality varieties of products in these industries, their availability does not appear to 
be essential for the further growth of these industries. It would not be made out for a new unit asso- 
ciated with Anil to be permitted to come up in this line of production if we go strictly by the announced 
industrial licensing policy of the Government. : 


3.58 The guidelines for Industries 1973-74 have also indicated the lines in which and the 
conditions under which foreign collaboration/investment is to be permitted. We have already 
indicated earlier, what the Draft Fifth Plan as well as the above mentioned Guidelines state in this 
connection. Foreign equity participation as a form of foreign collaboration is normally permitted 
selectively only in the fields of relatively high priority. Technical collaborations on the basis of 
recurring royalty payments are permitted in some other less priority industries. The alternative 
lists given for this purpose in the Guidelines does not include processed starches or special starches 
either for technical collaboration or for equity participation. It is however laid down that “excep- 
tions may be considered only in respect of export oriented schemes.”* Export oriented schemes 


sa a ee 
*Page 8, Guidelines for Industries, 1973-74, Government of India, Ministry of Industrial Development, New 
6—10 M of LIACA/ND/79 
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in this context imply proposals where 60 per cant of the output can normally be oxpected to be export- 
ed. It may be noted that the proposal made by the applicant company involves only a commitment 
to export 10 per cent of the output. 


. 3.59 We have already indicated earlier that, while ono can argue for and against equity parti- 
cipation as a method of securing foreign collaboration and know-how, and pose the question whe- 
ther purchase of technology on a down-payment plus royalty basis for certain purpose would not 
be.a more suitable proposition, it is no use arguing that question here as it 1s quite clear that the pro- 
posed collaborator in this case viz., National Starch of USA is not likely to argee to terms other 
than those based on equity participation at least to the extent of 40 per cent. It has also been argued 
on behalf of Anil that even advanced countries like England, France and Japan have permitted 
National Starch to set up Joint Ventures with equity participation so as to secure the advanced tech- 
nology in the field of special starches that National Starch alone can provide. While these exam- 
ples do show that National Starch has command over technology which may be wanted even by 
industry in other advanced economies, that cannot be conclusive argument in the Indian context. 
India’s is a much more planned and regulated economy as compared to those of the other countries 
mentioned above. India at its present stage of economic development has also to weigh carefully 
the costs and benefits of any. davelopment especially where it involves foreign exchange transactions 
because of the shortages it faces not merely in terme of overall resources but specially in terms of 
foreign exchange. It is therefore necesary to look at the implications of the present proposal in 
terms of its likely impact on the foreign exchange payments in the future. 


Foreign Exchange Balance 


3.60 The Company’s calculations regarding the in-flow-and out flow of foreign exchen 
during the first five years of operation of the proposed Joint Venture are given in Statement 3. 
Acoording to that sratement, on the basis of 10 per cent of the pas being exported, the net foreign 
exchange receipts on current account would amount to over Rs. 62 lakhs. If we also take into con- 
sideration the payments on capital account, the net ineflow of foreign exchange would be over Rs. 
52 lakhs. It is thus claimed that permitting the present proposal would provide a net addition to 
peste foreign exchange resources. On this basis, it is claimed that the proposal needs to be 
approved. : 


STATEMENT 3 
Anil Starch Products Ltd. 


Statement showing inflow & outflow of foreign exchange for the first five years on the basis. 
of 10% exports A 6 





Ist Year 2nd Year 3rd Year 4th Year Sth Year Total 














Out-flow 

Sles Commission on Exports - : oo 1+35 1:80 225 2°70 3-60 11-70 

Import of Chemicals : : : : 1°74 2:32 2°90 3°48 4°64 15-08 

Maximum Dividend Liability (Net of Taxes). - 1°75 2°24 2°70 3°18 4°14 14-0] 
4°84 6:36 7°88 9-36 12:38 40:79 

Inflow : : 

Sales—(Exports) 10% of the total Production 11-92 15-90 19-88 23°85 31°80 103-35 


Net foreign exchange Receipts - ‘ . : 7:08 9°54 12:03 14-49 19°42 62° 56 








In addition to th: above, the following in-flow & out-flow of foreign exchange has been projected. 
In-flow Out-flow 


Share Capital . . . . . . 12-00 i 
Purchase of Plant & Machinery . ~ 18-00 
Know-how and Eng.Fees soe s oote “ 7.50 


1200 «2205, 
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Net out-flow - ° ’ . 10°50 
Net In-flow during five years working : * 62° 56 
Excess of in-flow over a period of five years ° 52-06 





Note.—Dividends have been calculated on the basis of the total gross profits assuming that total profits will be distribu- 
ted by way of dividends. 
1. Sales realisation from Imports has been estimated @ Rs. 3,000 less Rs. 350 Ocean freight=2,650 per tonne. 
2. Salés Cotnmission on exports has been calculated @Rs. 300 per tonne (10% of 3,000). 
3. Direct material cost comprises of statch slurry cost calculated @Rs, 1,600 per tonne. 


3.61 In this connection, the Commission would like to suggest that such an approach to 
examining the foreign exchange implications of a project is rather superficial and amounts to assum- 
ing that the use of local resources in producing the exported output can be taken as involving no cost - 
to the country. In other words, this approach implies that earning the foreign exchange at any 
cost in terms of the use of local resouic:s is worthwhile. The Commission would like to place on 
record its view that this is a fallacious approach. It is true that competition in international markets 
being keen, to establish a foothold in that market special competitive rates may have to be quoted 
which amount to an indirect subsidy on exports. If a particular industry has any way got to be 
established in the country for meeting urgent dometic demands, a small propoition of it might be 
exported. This may be treated as a marginal addition to the total output and therefore the full costs 
of producing that output may not necessarily be attributed to the exported quattity. Some kind 
of marginal cost pricing may be appropriate in such a context. But even in marginal cost pricing 
the direct cost involved in producing the output cannot be aah Questions may only be raised 
about indirect costs, factory overheads and general overheads. The idea that one should calculate 
the benefits from exports earned by a country purely in terms of the foreign exchange cost involved 
goes much beyond the marginal cost concept and assumes that the cost of domestic resources, éven 
for those directly used in producing the exported output, need not be recovered from the realisation 
from exports. The Commission cannot too strongly emphasise that this does not appear to be a 
correct way of looking at the benefits from exports. 


3.62 In examining the proposal of the present kind, this aspect of the matter assumes greater 
importance because the benefit that would be conferred on the country by way of exports may be 
the principal argument in justification of the proposal. In such a caso, where the domestic utility 
of the project is somewhat questionable, the export angle becomes one of primary importance. In 
a case of this kind, it has to be ensured that there is a genuine advantage to be obtained in terms of 
the benefits from exports. 


3.63 Statement 4 shows the projected profit on 10 per cent exports to be made by the new com- 
pany on the basis of different methods of computing the cost of producing the exported quantities, 
This computation is based on certain assumptions, the important ones being regatding the expected 
fealisation from exports being at Rs. 2,650 per tonne and various costs attributable to the exported 
output being as indicated in the statement. An important part of the cost assumption is that starch 
slurry would be made available to the proposed venture at a price of about Rs. 1,600, and that this 
can be managed without any loss to Aril. On such a basis, the margin from sales realisation amounts 
to Rs. 2.8 lakhs if we take only the direct material and labour costs into account. It declines to 
Rs. 1.4 lakhs if we take the factory cost into account, and declines further to about Rs. 0.5 lakhs 
if we take the total cost of production into account. If we also take into account the accrual of pro- 
fits to foreign shareholders, the amount to which he is entitled in the last instance by way of foreign 
exchange payments, the margin is about Rs. 1 lakh when we only consider direct costs, it becomes 
slightly negative if we take the total factory cost, and it becomes largely negative if we take the total 
cost. In other words, the cost of earning a dollar of foreign exchange, taking into account the share 
of the foreign equity holder’s profits is Ro. 6.73, if we take only direct costs into account, Rs. 7.71 on 
the basis of the factory costs, and Rs. 8.39 if we take total costs. These values would undergo an 
improvement in the Fifth year of operation by which production may be expected to be establish- 
ed at the full capacity of the venture. The cost of earning a dollar would then be Rs. 6.41 on the 
basis of direct costs, Rs. 7.14 on the basis of factory costs and Rs. 7.92 on the basis of total costs. 


3.64 Taking into account the fact that the official foreign exchange rate has been about Rs. 
7.50 to a U.S. dollar, the export transaction in this instance seems to be marginally advantageous in 
that if the costs and realisations continue to be mainly along the lines assumed, the export would be 
worthwhile. The assumption however is of importance because, if the actual costs proved to be 
much higher or the realisation lower, the small advantage arising from exports may. be wiped out. It 
is therefore important to make sure that, if the proposal is to be approved. sufficient safeguards are 
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STATEMENT 4 


The projected profit/Loss to be made on exports by the Joint Venture and the cost of purchasing 
one U.S. Dollar 





ON THE BASIS OF 10% EXPORTS 


_ 





First Year 





Cost of purchasing one U.S. Dollar through Exports 





Amount Exclusive of foreign share of Inclusive of foreign share of 
Profits to be paid to foreign _ profits of Rs. 1-75 lakhs to be 














collaborators paid to foreign collaborators 
Margin for Cost ofone Margin for Cost of one 
allowing for U.S. Dollar allowing for U.S, Dollar 
foreign exchange : foreign exchange 
of profit of profits 
1 2 3 4 5 6 
_———_ $e 
Rs,/lakhs Rs, /lakhs Rs. Rs, /lakhs Rs. 
I. Realisation from Exports + + 11°92 
Less: Sales Commission on Exports 1-35 
New Sales realisation vs 10°57 
Il. Cost of Production 
Direct Material . . . 7°20 
Direct Labour . . . cok 
(a) Total Prime Cost : . 1°73 +2: 84 4:48 +1-09 6°73 
Add: Factory Overheads + 1°39 
(b) Factory Cost ° ° . 9-12 +145 6°47 —O: 30 71 
Add: Adm Overheads, seiling °95 
and distribution. 
(c) Total Cost + . . ‘ 10°07 +:50 715 (—)i-25 8:39 
(d) Cost of Material + %age 
Cost of Material ° - 71-20 
Add: 20% is . : 1°44 +1:93 6°13 (+)0: 18 4°37 
Total 7 . ‘ ‘ 8-64 





Nore.—While preparing the estimates the following assumptions have been made. 
1. Sales Realisation from exports has been estimated @Rs. 3,000 less Rs. 350 ocean freight=-Rs. 2,650 per tonne. 
2. Sales Commission on exports has been calculated @Rs. 300 per tonne (10% of 3,000). 
3. Direct material cost comprises of Starch Siurry Cost, Calculated @Rs. 1,600 per tonne. 


4. Factory Overheads includes the following :— 











First year Fifth year 

(Rs. lakhs) (Rs. lakhs) 
Power ° . . $ . : . . 1°62 4°86 
Fuel . . . ° ° . . ry 2: 25 6° 00 
Stores, Chemicals & Spares + . . 7 2:37 6°30 
Depreciation . . . . . . 710 710 
Repairs and Maintenance . . . . ot] 3-00 
Allocable to exports @ 10% of totaly + + 13894 27-26 


Production + . . : . . : 1.39 2:73 
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STATMENT 4—Contd., 


ON THE BASIS OF 10% EXPORTS 
ee 
Fifth Year 


eee 


Cost of purchasing one U.S. Dollar through Exports 














a 
Amount Exclusive of foreign share of profits to be Inclusive of foreign share of profits of 
paid to foreign collaborators Rs. 4° 14 lakhs to be paid to foreign 
collaborators 
a =. 
Margin for allowing Cost of one U.S. Margin for allowing Cost of the one U.S. 
for foreign exchange Dollar for foreign exchange Dollar 
of profit of profit 
SESS 
7 8 9 10 11 
Rs, /lakhs Rs./lakhs Rs. Rs./lakhs Rs. 
31°80 
3°60 
28-20 
19:20 
“77 : ’ 
19.27 +8-08 5°31 (+)3°89 641 
2°73 
22-70 +5+50 6°04 (+)1-36 “7914 
2°95 
25:65 42°55 6°83. > (—)1- 59 7°92 
19:20 
3°84 
23°04 +5516 6:13 (+)1°02 7+23 


55s 


provided to ensure that the exports made by the proposed Venutte biing no benefits to the national 
economy in actual piactice. If the operation of the venture 1s so managed that there is no judgin 
about the price to be realised from exports and the costs incurred for production, it appears likely that 
the country may be able to benefit from establishing this venture on an export oriented basis. 


Representation of Foreign Collaborator on Board 


3.65 The danger of this not happening arises from one specific aspect of the proposal, viz., 
that not only would National Starch, the American Collabora tor, have 40 per cent equity participa- 
tion in the proposed venture—there may be no objection to 40 per cent equity in view of the recently 
announced policy of Government underlined by the Foreign Exchange Regulation Act—but also 
that the foreign company would have 50 per cent representation on the Board of Directors and also 
the right to appoint one of the two Managing Directors. The whole purpose of not permitting majority 
participation or even equal participation to a foreign company is defeated if such representation on 
the Board of Directors is accepted. Such representation obviously implies that the foreign company 
would have a veto on every important decision of the proposed Venture. It is well known that multi- 
national companies have their own strategy and tactics, and various national subsidiaries or asso- 
ciated companies are so operated as to ensure the maximum advantage to the parent company. On 
the terms proposed, the Joint Venture cannot but become in effect a subsidiary of National Starch. 
One cannot then be certain that the decisions about sales prices and costs allocated regarding exports 
will not be so taken as to reduce the benefit not so much to the Joint Venture as to the Indian economy 
and to increase the benefit obtained by the foreign company. After all, international sales by the 
Joint Venture are to be affected through the good offices of National Starch who will act as export 
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agents. This is unavoidable as that is the only basis on which the proposed Venture can establish 
large scale exports within a short time. But what is essential is that the Board of the Joint Venture 
should be in a position to ensure that national interests are safeguarded; because it is only on the 
basis of net benefit accruing to the country through exports that the proposal can be justified. 
It is therefore essential that the terms of foreign collaboration shouuld be so modified as to provide 
for proportional representation on the Board of Directors. As it is proposed that 20 per cent of the 
equity of the proposed company would be offered to financial institutions and to the genera! public 
it should be appropriate that the financial institutions should have proper representation on the Board 
Their representatives may be expected to make sure that the basic purpose underlying the approval 
of the present proposal is achieved. It may also be appropriate in such a case that if the two mana- 
ging directors are to be appointed by Anil Starch and National Starch respectively, the Chairman 
of the Board should be a nominee of the financial institutions. 


Sales Agency for Anil’s Products 


3.66 The present proposal has been objected to by the other manufacturers of Starch specially 
on the ground that the collaboration may prove to be not so much one for importing technical know- 
how as for obtaining commercial success in the domestic market at the cost of other manufacturers. 
It is feared that the reputation that National Starch enjoys, combined with the technical and com- 
mercial efficiency of their sales promotion, may create very difficult conditions for competitors. In 
other words, the already dominant position of the applicant company would be supplemented by the 
Special facilities that the new venture will enjoy and that may force the existing starch producers out 
of existence. 


3.67 The proposal to make the proposed venture the Sales agent for the existi products 
of Anil is cited as an indication of the real use that Anil will make of the proposed collaboration. 
It is alleged that as a result of such a marketing arrangements for the starch products which are al- 
ready being prduced in the country, undue commercial advantage will accrue to Anil. It is also 
alleged that, as a result of the proposed arrangements, the profits of the Joint Venture will be further 
increased and this will add to the foreign exchange liabilities arising from the implementation of thet 


proposal. 


3.68 Anil has justified the proposed arrangements regarding the Joint Venture as a sales agen 
of Anil on the ground that this would ensure more efficient and economical use of the sales organi- 
sation and resources, and this would be in keeping with the considerations laid down utider section 
28(b) and (c). As special starches will be tailormade products suited to the requirements of parti- 
cular industries and even particular units, considerable technical and commercial sales effort will 
be required for developing and successfully marketing these for a variety of industrial uses. National 
‘Starch will provide technical assistance to the proposed venture for setting up an effective sales or- 
ganisation. Obviously, National Starch will not make such assistance available to Anil Starch. 
The applicant’s case is that, once such an organisation is established, it would be useful if it can also 
be used for the sale of the products of Anil. This would make separate sales effort by Anil unne- 
cessary and, at the same time, make an efficient sales organisation available to it on an economical 
basis. The Commission of 2% on sales will merely cover the cost of the Joint Venture. 
After all Anil even otherwise has to incur expenditure of this magnitude or even more for its own sales 
organisation. In order to provide against the fear expressed at the public hearing that this will be 
another way of indirectly providing additional profits to the Joint Venture, the applicant company 
suggested that it would be quite willing to give an undertaking that any margin that remains from the 
commission paid to the Joint Venture after meeting the proportionate costs of sales efforts would not 
be added to profits but would be used for research and development. To dispel the fears of the ob- 
jectors regarding unfair competition because of the reputation enjoyed by the National Starch, it 
was indicated on behalf of Anil at the public hearing that the name National Starch will not be used 
in the name of the Joint Venture and further that the products marketed (in India) by the proposed 
venture will-not directly or indirectly be marketed with the trade marks or brand names used by 
National Starch. . 


3.69 The above mentioned assurances by Anil may be disposed of quite shortly. As the 
representatives of the objector companies pointed out at the public hearing, the users of the Proposed 
products are not common consumers but various industries. The fact that National Starch is pro- 
viding the technical know-how will be known to them irrespective of the fact whether the name 
National Starch or any of its trade or brand names are used for marketing the products or not. The 
proposed assurance therefore may not serve much purpose. The proposed venture cannot but ob- 
tain substantial commercial benefit out of the reputation which National Starch enjoys ithe con- 
cerned market. Regarding the proposal that the margin remaining from the sales commission of 
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24% being exclusively used for research and development work, it must be said that the enforcement 
of such an undertaking is not at all easy. What might otherwise be anyway incurred as research 
and development expenditure might be put as R & D expenditure undertaken from the remaining 
margin; there is no way of independently deciding how much R &D expenditure should any way be 
incurred and how much would be the extra expenditure incurred because a margin remains from the 
sales commission. These assurances therefore do not serve much purpose, 


3.70 The proposal involves that, ip addition to undertaking such supplementary expenses 
and providing additional assistance as Anil has been previously incurring or rendering in the past 
for its sales pruposes, it will pay the proposed venture a commission of 24%. Thus there is no 
doubt that this will be an extra sales expenditure over and above that Anil has been deseuide in the 
past. It is of course likely that, with the support of National Starch, the proposed venture will orga- 
nise an efficient sales agency. To some extent, application technology itself is directly related to sales 
effort. There is also no reason why the benefit of such an efficient and effective sales organisation 
should unnecessarily be denied to Anil merely because it may prove to be a handicap for its com- 
petitors. However, this proposal being made a part of collaboration agreement does create a 
suspicion that it may possibly amount to an additional way of increasing the profits of the proposed 
venture. Such effort doubts need to be dispelled. It would be far better not to provide for the sales. 
arrangements for Anil as a part of the collaboration agreement. There should however be no 
objection to such an arrangement being freely entered into between the proposed venture and Anil 
after the proposed venture is established as a separate company, and with the previous sanction of 
Government regarding the trading or agency activities of a company with 40% foreign equity. Let 
this not be made a part of the foundation of proposed venture. 


Export Commitment 


3.71 Regarding the fear that the proposed foreign collaboration would really serve the pur- 
pose of obtaining an advantage over the competitors of Anil in the domesti market rather than help- 
ing the country to make a technological break-through and obtain a footchold in the international 
market, this fear can only be dispelled if it is decided that it will be essentially an export oriented unit 
From the data that have been supplied to us by Anil (see paragraphs 3.63 and 3.64 above 
and also appendix H) it appears to us that if the expectations underlying the present calcylations 
materialise, the proposed unit should have a reasonably good opportunity of building an export base 
for serving the markets in West Asia and South Asia. On the one hand, National Starch has no 
subsidiary or associate company in this part of the world except in Japan. As it has got a good name 
in the world market and with its well developed technology for the production of various special 
starches, National.Starch should be able to help the joint venture to find outlets for its products 
in the growing industries in West and South Asia. With India’s good trade relations in Western 
Europe, those markets should also be available to the proposed venture. With various regions in 
India providing a suitable environment for the production of maize varieties (see further below), 
India should provide a good base for the production of special starches based on maize as a raw 
materjal. The cost analysis provided by Anil suggests that, in the production of proceedsed starch 
and even in the production of special starches the cost lof the basic raw material constitutes quite 
a substantial proportion. If the costs and prices remain in approximately the same relationship 
it should be possible for India to export with profit to markets in nearby countries. As mentioned 
earlier, an export, oriented unit usually implies a commitment to export 60 per cent of the output. 
The Commission however realises that such a large commitment may not be practicable in this 
particular case. It is therefore suggested that the proposed unit should be obliged to export 40 per 
cent of its output. This would still make the venture worthwhile from the point of view of public 
interest, Such an export commitment should also dispel the fear of the existing producers in the 
industry that the proposal would mainly serve not public interest but the interest of Anil to establish 
a Stronger monopoly hold over the domestic market. 


Cultivation of special Maize Varieties 


3.72 The applicant company has suggested that one of the of advantages flowing from the 
proposed collaboration arrangement would be that the cultivation of high amylose and waxy maizes 
will be established in the country. These maizes have been devoloped spaially for the purpose of 
providing raw material for the starch industry. Waxy maize contains 100 per cent amylopectin. 
Amylo-maize is the term used to described maize which has amylose content above 50 per cent and 
can be adapted agronomically to commercial production. These varieties have been specially 
developed for indutrial purposes and cannot be used as food either by animals or by human beings. 
The applicant cospany has pointed out that the proposed venture will introduce cultivation of these 
apecial fanize varieties in India with the know-how and the seeds to be provided by the Collaborators. 
“These hybrid varieties of maize wilt be grown in Sabarkanta, Banaskantha and Panchmahal of 


36 


Gujarat State, where traditional maize is grown and the climate and soil are suitable for such culti- . 
vation.” Thus a new addition will be made to agricultural cropping and this new commercial crop 
will be introduced in backward areas inhabitated by scheduled tribes especially adivasis. On 
this basis, it is claimed, people from thes: backward areas would be provided with gainful 
occupation to increase their income and standard of living. It is also possible that if these 
maize can be properly grown, export of such maize itself may be possible for feeding the 
starch industries in countries like England ane Japan. It was claimed that this may be  speci- 
pa possible in the case of associated companies of National Starch located in these Coun- 
ries, 


3.73 The company was specifically asked, whether the idea was that they would undertake 
to organise a plantation or in any other way directly participate in the cultivation of the new maize 
varieties. The answer was clear—that there was no intention to acquire land or develop 4 company 
plantation. “The cultivation programme will be carried out through the existing farmers and co- 
operatives on contract basis. The new undertaking will, however, provide facilities such as seeds, 
fertilizers, technical supervision, etc. for implementing its maize cultivation programme. It will 
also encourage demonstration farms in the prospective areas.” The applicant company was further 
asked whether, in view of the maize shortage that the company had faced in the past from time to 
time, any efforts have been made to ensure a secure supply of this raw material. The company’s 
reply was that the maize starch industry as a whole had made such efforts and advances had been. 
given to maize cultivators for the use of improved seeds and fertilizers etc. It was expected that, 
in return maize at fixed prices would be made available to the industry. This did not materialise 
in practice and some loss was incurred. As a matter of fact, till recently, there have been various 
restrictions regarding the use of local maize by the maize starch industry and this has been one of the 
reasons responsible for inadequate utilisation of capacity. 


3-74 The commission enquired from the Indian Agricultural Research Institute about the 
prospects of developing the production of these maize varieties in India. The Commission 
was informed that, as the only outlet for such maize is its use in the Industry, it has not yet been 
grown in India “primarily due to lack of demand”. In future it will have to be grown under- 
contract. The maize varieties concerned “can be conveniently developed in the country. Ade- 
quate know-how for their development and cultivation is available.” Appropriate breeding pro- 
grammes into locally adapted varieties can be introduced. This may be better because there 1s little 
guarantee that directly introduced’ varieties will definitely do well in Indian conditions. While these 
maizes can be grown farmers who have familiarity with maize cultivation, the yield levels of introduced 
varieties cannot be predicted from the performance levels reported from the United States and other 
countries. These varieties can be successully grown/in any part of the country where maize 1s pre- 
sently grown but better yields can be realised in the States of Tamil Nadu, Karnataka, Bihar, (Parti- 
cularly in rabi) Gujarat and Maharashtra which have a mild climate. : 


3:75 Some discussion at the Public hearing brought out a few other important points. Firstly, 
if these special varieties are to be maintained in their pure form, their cultivation will have to be 
separated from that of other varieties of maize. A mixture of breeds may easily lead to the loss of 
the special qualities. There have also to be special arrangements for the continuous cultivation of 
seed. While the applicant company is not thinking in terms of a plantation, cultivation of such new 
varieties can only be undertaken under contract and specific inducements and guarantee about prices. 
The applicant company also admitted that the introduction of the new varieties may as well be 
undertaken directly be agricultural Departments; the know-how about it and the availability of seeds 
are not confined to National Starch. The proposed venture and any other starch manufacturers 
who are interested may thus sponsor the cultivation of the maize varieties through the Central or 
State agricultural authorities. It does not seem to us that there is any special advantage that can be 
obtained in this respect only through the proposed foreign collaboration. Whether these particular 
varieties will actually be cultivated in particular districts such as the backward districts inhabitated by 
Adivasis is quite uncertain at the present stage of discussion. No credit therefore can be given to the 
proposal on this count. 


The production of Necessary Chemicals 


3-76 One aspect of the proposal is that certain chemicals will have to be intported as raw 
material for the special starches. At one stage of the discussion regarding the proposal, the applicant 
company suggested that, while it will import these chemicals during the first three years of the ope- 
ration of the Joint Venture, production facilities for these chemicals will be established as a part of the 
collaboration arrangement with National Starch. The collaborators weuld provide the technical 
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know-how without any additional fees. It was pointed out that the quantity of this chemical requi- 
red was quite small--30 tonnes—and that it may be uneconomical tc set up a plant for the production 
of this chemical, unless it has other industrial uses too. The company admitted that production faci- 
lities can only be established when the demand would be sufficient to warrant the setting up of a pro- 
duction unit. As no information regarding the economic size of its manufacture and other sources 
or demand for it: is available to the Commission, we think it premature to take into account this 
possibility. While the collaboration arrangement may provide for the transfer of this know-how 
as and when necessary, we do not think that any credit should be taken for this possibility in the 
consideration of the proposal at this stage. In the Commission’s own analysis of foreign exchange 
inflow and out-flow it has been assumed that the chemicals will be imported throughout the period 
of five years from the commencement of operation. 


How to ensure net benefit 


3:77 Our analysis of the proposal thus indicates that the proposal may be of significant bene- 
fit and would be worth supporting only if it is an export oriented one and at least an export cf 40 per © 
cent of its output can be ensured. As explained earlier, the possible benefit from such exports 
is very much dependent on the exports being made at suitable prices and the cost and price relation- 
ship not going too far cut of line with what is projected at present. To ensure that national interests 
are not jeopardised, wc have suggested that, in line with 40 per cent equity permitted to National 
Starch, the foreign collaborators’ representation on the Board of Directors should also be proper- 
tionate to this equity. Exploration of international markets and ensuring the increasing export 
would however depend entirely upon National Starch. To make sure that they have an inducement 
to develop exports from the proposed venture, it is necessary that the dividends paid to them shculd 
be limited to the profits arising from the exports made by the joint Venture. As it is, the profitability 
of the proposed venture would be quite high. On an investment of Rs. 12 lakhs to be made by the 
foreign collaborator, accrual of profit in the first five years would be Rs. 14.3 lakhs. The country 
need not mind such high profitability even from the initial period of the proposed venture if the pro- 
fits from exports are such as to enable the country to make a large payment to the foreign shareholder. 
It is necessary for this purpose to calculate the profit made from exports by taking into account the 
net realisation from export sales (i.e. after deducting the sales commission paid to National starch 
on exports) and deducting from it the direct costs of exported output, adding 10 per cent for other 
charges. Alternatively, the amount to be ddeucted may include all raw material costs plus 20 per 
cent to cover other costs including labour. The profit from exports calculated on such a basis could 
be put in a kind of foreign dividend equalisation fund from which dividends to the foreign sharehol- 
ders may be paid. The main emphasis should be that the foreign shareholders would obtain divi- 
dends only to the extent that profits from exports calculated on such a basis would enable the prc po- 
sed venture and the country, to pay. 


3-78 Squarely putting the responsibility for ensuring substantial exports from the proposed 
venture cn the foreign collaborator appears to be essential in view of the fact that, in the proposed 
terms of collaboration, the position regarding the export potentialities of the joint Venture has been 
left somewhat vague. It has been clearly stated that the ioint Venture is not to sell speciality starch 
products out of India “in any place or country where National Starch, its subsidiaries or affiliates arc 
manufacturing or in future will be manufacturing speciality starch products, or where National . 
Starch has in the past granted exclusive licences.” This provision does not preclude National Starch 
in future from setting up subsidiaries or affiliates in West Asia, South East Asia or even in South 
Asia, and if this happens the markets of those countries would be closed to the Indian Joint Venture. 
While the Commission was given to understand that the idea is that the Joint Venture in India will 
be used as the basis for supplying markets in West Asia, Africa, and the Far East, there is no clear 
undertaking on the part of National Starch that this will be done. The provision we are suggesting, 
viz., that payment of dividend to National Starch will be dependent upon the profits from the exports 
of the Joint Venture will squarely place on National Starch the responsibility of ensuring profitable 
exports. 


3-79 It may be added that we understand that, in case this proposal is approved, other starch 
manufacturers would also seek foreign collaboration. Some of them, who are in a dominant position ~ 
in the Starch industry, are similarly placed. We assume that the Government will consider the anae 
lysis made by us of the project as well as the suggestions regarding the conditions to be attached etc. 
when examining such cases also. 


7—10 M of LIKCA/ND/79 


CHAPTER IV 
CONCLUSIONS AND RECOMMENDATIONS , 


Under section 22(3)(a) of the MRTP Act the applicant has to satisfy the Government that 
“the proposal to establish a new undertaking or the scheme of finance with regard to such proposal 
is not likely to lead to the concentration of economic power to the common détriment or is not likely 
to be prejudicial to the public interest in any other manner”. It is also necessary that the Central 
Government should be satisfied that “it is expedient in the public interest” to accord approval to the 
proposal. The Act also lays down that the Government and the Commission are to take into account’ 
all matters which appear in the particular circumstances to be relevant’’ and, in particular, the consi- 
derations laid down under section 28 of the Act. The Commission’s function is to make an enquiry 
into various aspects of the proposal and make its analysis and recommendations available to Govern- 
ment. ; 


4-2 Our analysis of the proposal indicates that, the proposal to establish the Joint Venture 
on the basis of the equity participation by Anil, National Starch of USA and public financial insti- 
tutions may not necessarily lead to the concentration of economic power to the common detriment, 
in the sense of what the Monopolies Inquiry Commission has called “country monopoly”, the addi- 
tion of the capital assets involved to the total assets controlled by the Large House of Kasturbhai 
Lalbhai will not make such a substantive addition to the economic power of the House in this parti- 
cular sense as to make the concentration one which will affect common detriment adversely: On the 
-other hand, there is no doubt that, with Anil already being a dominant undertaking in the manufacture 
of processed starches, the proposed setting up of another associate undertaking in the starch field 
with the various advantages that it will have is not merely likely to perpetuate the economic power 
that Anil enjoys in the same product market but also substantially increase such economic power. 
This is likely to affect the other producers of starch, especially the smaller starch producing units, as 
well as the consumers adversely in that with its increased dominance, Anil may well be in a position 
to exploit its monopolistic position more effectively. 


4.3 It will also be seen that, from our analysis regarding demand for the proposed prod ucts 
it does not appear that the taking up of the new line of production is urgently necessary for meeting 
priority requirements of the home market or defence. While the proposal would introduce some 
new technology and thus help the expansion of existing markets and, through introduction of new 
varieties, of starches, open up new markets for starches, it is not improbable that the implementation 
of the proposal would not only encourage new enterprises as a countervailing force to dominant under- 
takings like Anil but even make the position of the existing non-dominant enterprises difficult. The 
import of technology through the proposed foreign collaboration may also adversely affect the growth 
of indigenous technology if the manufacturers who are basing their operations only on indigenous 
technology are adversely affected as a result of competition from the proposed venture with its foreign 
technology and know-how. If the proposal is permitted on the lines suggested by the applicant 
company, not only would the foreign collaborator obtain a very high return on his equity capital 
but, as indicated by the Commission’s analysis, wou!d not provide any substantial benefit to the 
country to compensate for such large scale drain by way of profits. Taking all these factors into 
consideration, it is quite clear that the proposal as it stands is likely to be prejudicial to the public 
interest. 


4.4 There are however certain pctcntial advantages in the proposal which could counter- 
balance many disadvantages if the proposal is modified in certain important respects, In czse the 
proposal can be made essentially an export oriented cne, it would not only reduce the fears that the 
smaller competitors legitimately feel, but also enable the proposed venture to organise the produc- 
tion of speciality starches on an efficient and economic basis so as to best meet the requirements of 
Overseas markets in regions like West Asia, South Asia and South East Asia. Reserving a subs- 
tantial part of the output, at least 40 per cent as suggested by the Commission, for exports weuld 
ensure that the other especially smaller manufacturers need not be too much afraid to the output of 
the proposed venture making things very difficult for them. Such a modification would also ensure 
that technological improvements that would be brought about in the starch industry as a result of 
the proposed venture would not be too costly to the country in terms of foreign exchange. But, 
as we have pointed out earlier, to make sure that the magnitude of exports which we considered 
necessary to justify the proposal are actually achieved and the benefits expected from such exports 
in reality accrue, certain modifications have to be made in the applicant’s proposal. These relate 
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to the composition of the Board of Directors, the proposal to appoint the proposed venture as a sales 
agent for Anil, and limitation of the payment of dividends only from the profits made fromthe ex- 
- ports of speciality starches. With these modifications to the proposal made by the applicant com- 
pany, it is the Commission’s view that, on balance, the proposal would become one the approval 
of which would be expedient in the public interest. 


4:5 The Commission therefore recommends that the proposal may be approved only if it 
can be modified in the following ways : 


1. 
2. 


The Joint Venture would export at least 40 per cent of its output. 


The Articles of Association of the proposed company are so formulated as to provide for 
proportional representation of the different sharcholders on the Board of Directors so 
that Anil Starch, National Starch and public financial institutions will have represen- 
tation in the same proportion as their equity holding, viz. 40 : 40 : 20; and further, if the 
two Managing Directors are to be appointed by Anil and National Starch respectively, 
the Chairman wil! be nominated by the financial] institutions. 


The marketing in India of the products to be produced by the Joint Venture will not 
involve the use of any trade name or brand name used by National Starch. 


The collaboration agreement will not lay down anything about the Joint Venture acting 
as the sales agent for the products of Anil. This matter may be negotiated between the 
two companies after the proposed venture is-organised and subject to the usual Govern- 
ment approvals. F 


In the proposed company, a foreign dividend reserve fund would be created and dividends 
to the foreign shareholders will only be paid from out of this reserve. The amount to 
be allotted to this reserve may be worked out as follows. From the net realisation arising 
out of export sales an amount calculated on one of the following two. bases will be deduc- 
ted : 


(a) The direct costs incurred for producing the exported quantities plus 10 per cent to 
cover other costs, or 


(b) Raw material costs for the’ production of the exported quantity plus 20 per cent to 
cover other costs including labour. 


The balance arising after deducting the costs as per (a) or (b) above out of the net realisation 
arising from export sales shall be called “export profit” and credited to the account of the foreign 
dividend reserve fund. Ali dividends on foreign equity will be paid only out of this fund cumulatively, 
so that any dividend not paid in any year or years in which there is no credit balance in the fund will 
be paid in subsequent year or years but only out of the credit balances in the fund. 


New DeLms, (Sd/.) 
the 23rd March, 1974. (JUSTICE J.L. NAIN) 
Chairman 
(Sd/.) 


(H.K.. PARANJAPE) 
Member 
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No. 1(40)-Eng./73 
ANIL STARCH PRODUCTS LTD., AHMEDABAD 


APPENDIX ‘A’ 


Copy of the Commission's Order dated 7-12-1973 


Order under Section 30(2) of the Monopolies and Restrictive Trade Practices Act, 1969 in the case of M/s. Anil 
Starch Products Limited, Ahmedabad. 


The application under section 22 of the Monopolies and Restrictive Trade Practices Act, 1969, dated the 28th 
September, 1972, submitted to the Department of Company Affairs by M/s. Anil Starch Products Ltd., Ahmedabad 
was referred by the said Department to the Monopolies and Restrictive Trade Practices Commission vide its letter 
No. 2/10/72-M. III dated the 18th September, 1973, for enquiry and report. The Government's letter making the 
reference was received in the Commission’s office on 19th September, 1973. As per provisions of section 30(2) of 
the Monopolies and Restrictive Trade Practices Act, 1969, the last date for sending the report to the Government 
in this reference is to expire on the 17th December, 1973. 


For the reasons mentioned below, it is not possible to send the report by this date :— 


1. The applicant company’s reply to the various queries made by the Commission has been found to be wanting 
in certain respects. Hence, a letter dated 6th December, 1973 has been issued to the company asking to 
furnish information on some more points. Reply to this letter is due by the last week of this month. 


2. The replies to the Commission’s letters from some of the Government Departments are still awaited. 


3. The Commission has addressed some letters concerning this enquiry to few other parties including some 
research laboratories etc. and the reply to these letters has not been received so far. 


4. After all the enquiries have been completed, it willtake some time to consolidate the information collected 
and fix a public hearing. 


In view of the above, and in exercise of the powers conferred on the Commission under section 30(2) of the 
Monopolies and Restrictive Trade Practices Act, 1969, the last date for the submission of the report to the Govern- 
ment in this enquiry is extended to 28th February, 1974. 


(Sd.) 


(JUSTICE J.L. NAIN) 
Chairman 


(Sd.) 
(H.K. PARANJAPE) 
Member 
New DE Hi, 
Dated : Tth December, 1973. 


No: 1(40)-Engq./73 
ANIL STARCH PRODUCTS LTD., AHMEDABAD 


APPENDIX ‘A-l’ 


Copy of the Commission's Order dated 4-2-1974. 


Order under Section 30(2) of the Monopolies & Restrictive Trade Practices Act, 1969 in the Case of M/s. Anil 
Starch Products Ltd., Ahmedabad. 


The last date for the submission of the Commission's report to the Government of India, Department of 
Company ick was extended to 28th February, 1974 vide this Commission’s Order of even number dated the 7th 
December, . 


The Commission had fixed the public hearing regarding this reference on 3ist January, 1974. However, before 
this date i.e. on 18th January, 1974 a hearing was given by the Commission to M/s. Maize Products (a division of Sayaji 
Mills Ltd.) Ahmedabad for their application dated the 20th December, 1973. On this date M/s. Lakmi Starch Ltd. 
Bombay another starch manufacturer, also made oral request to the Commission for hearing. The contentions of 
these two starch manufacturers related to inspection and copies of certain documents etc., relevant to the application 
of M/s. Anil Starch Products Ltd. The hearing on these two requests was finally concluded on Ist February, 1974, 


In view of the above, the public hearing fixed for 31st January, 1974 had to be cancelled. Th t Li i 
is proposed to be fixed in the last week of this month. © next public hearing 


In view of the above, it will not be possible for the Commission to send its report to the Government b 
extended date i.e. 28th February, 1974. nt by the 
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In exercise of the powers conferred on the Commission under section 30(2) of the Monopolies and Restrictive 
Trade Practices Act, 1969, the last date for submitting the report to the Government in the case of M/s: Anil Starch 
Products Ltd., is further extended to 31st March, 1974. 


(Sd.) 
(JUSTICE J.L. NAIN) 


Chairman 
(Sd.) 
New De ui, (H.K. PARANJAPE) 
Dated: the 4th Feb. 1974. Member 


ANIL STARCH PRODUCTS LIMITED—AHMEDABAD 
APPENDIX ‘B’ 
Names and addresses of the Objectors. 


1, M/s. Maize Products Ltd., 
11, Bruce Street, 
Fort, Bombay-1. 


2. M/s. Laxmi Starch Products, 
Das Chambers, 
Dalal Street, 
Fort, Bombay-1. 


3. M/s. R.K. Chemical Industries Pvt. Ltd., 
142/1, Radha Bazar Street, 
Calcutta-1. 


4. N.U. Patel & Co., ' 
18/D, Dr. Rajendra Road, 
Calcutta-20. 


5. Shri S, Krishnaswamy, 
Director, 
Formalin & Fine Chemicals Ltd., 
3-6-702, Himayath Nagar, 
Hyderabad-500029. 


6. Shri V. Nagamanickam, 
‘No. 9, Muniyappan Koil Street, 


Gugai, 
Salem-636006 (Tamil Nadu). 


7. Mis. Poly Enterprises Pvt. Ltd., 
M.A. Building, 
Dr. Motibai Road, 
Ahmedabad-2. 


8. Special Secretary to the 
Government of Kerala, 
Industries (H) Department, 
Trivandrum. 


ANIL STARCH PRODUCTS LTD. 


APPENDIX ‘C’ 


Copy of popegeen dated the 20th December, 1973 filed by Mls. Maize Products Ahmedabad (A division of Sayajee 
Milis Ltd. 


Before the Monopolies and Restrictive Trade Practices Commission. 


M/s. Maize Products, having their registered office at Kathwada, Ahmedabad iss Applicants 
In respect of application under section 22 of the Monopolies and Restrictive Trade Practices Act from M/s. Anil 

Starch Products Limited., Ahmedabad, for establishment of a new undertaking for manufacture of “Speciality Starch” 
' Products. 


___In the above matter, the Monopolies and Restrictive Trade Practices Commission was pleased to issue to us 
a questionnaire calling upon applicants to furnish certain information. Thereafter the applicants also received various 
letters from the Honourable Commission calling upon them to furnish ‘additional information, That the applicants 
have frankly and faithfully furnished all the necessary information. 


The Commission is also visiting Ahmedabad to visit the factory of the applicants in the last week of this month 
and informal discussions will also take place between the Commission and the applicants. ; 
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_ The applicants have objected to the said application of M/s. Anil Starch Products Limited from the very beginning 
on various substantial grounds. : Y 


_That from the very beginning, even before the hearing before the Department of Company Affairs, Government 
of India, the applicants have been demanding certain information which is in exclusive possession of Messrs. Anil Starch 
Led sedan Limited. That the Department of Company Affairs, Government of India failed to furnish us the said 
information. 


: That since the Commission has issued to us a questionnaire, in similar form the Commission must have also 
issued questionnaires not only to Messrs. Anil Starch Products Limited, but also to various other parties and the 
replies to the said questionnaires must have been duly received. _It is submitted that under the scheme of the Mono- 
polies and Restrictive Trade Practices Act, it is for the applicants to initially produce evidence and establish the following 
as required under the provisions of the Monopolies and Restrictive Trade Practices Act :— 


(a) That the proposal for the new undertaking is not likely to lead to the concentration of economic power to 
the common detriment. 


(b) That the proposal is not likely to be prejudicial to the public interest in any other manner. 


(c) That the proposal is such that it is expedient and in the public interest to accord approval to the proposal. 


That from the provisions of the above, it is clear that the Act proceeds with the presumption that the proposal 
is iy to lead to the concentration of economic power to the common detriment and the proposal is likely to be pre- 
judicial to the public interest. ‘ Since in its initial presumption, the proposal is likely to lead to the common detriment 
and public prejudice, the initial function of objectors like the present applicants is to refute any evidence that may be 
produced by M/s. Anil Starch Products Limited. It is only when the stage of such refutal is over that it is necessary 
for the applicants to produce positive evidence why the proposal should not be granted. 


In view of the aforesaid scheme of the Act and since the enquiry before the Commission is a quasi-judicia! 
enquiry, it is absolutely essential to meet the ends of justice, that the entire evidence produced by M/s. Anil Starch 
Products in support of their application must be made available to the applicants because it is only then that the appli- 
cants can properly show cause That the opportunity.to show cause granted to the applicant becomes illusory and mere 
formality unless all the evidence—documentary, ora! or otherwise—produced by M/s. Anil Starch Products Limited 
are made available to the applisants. It may be.clearly stated at this stage that the applicants are not interested in any 
secret technical processes nor are they interested in a fishing enquiry; but it is essential that the applicants must be sup- 
plied with all the information relied upon by M/s.’ Anil Starch Products Ltd. in support of their application. 


The main contentifon othe applicants against proposal is that the Indian industry is suffici 
to make all these ‘Starch Specialities’ which are required in India, Further, the indian. Pena i a sate 
Specialities” in India is in advanced stage. Thirdly, there is no demand in India for “Starch Specialities’? sought to be 
manufactured by M/s. Anil Starch Products Ltd. That the ‘Speciality Starches” are not being manufactured in India 
not because there is no competent know-how in the country but because there is no effective demand for such “Speciality 
Starches’’ taking into account the stage of Indian Technology in various industries like textile, paper, food products 
etc. As the demand develops, the Indian industry can equally rise to the occasion and meet it. ‘ : 


It is further the case of the applicants that the products sought to be manufactured in India under the said proposal 
are merely sales gimmicks and no new technology is involved, and what is being put before the Commission as new pro- 
ducts are in reality brand-names. 


It is further the case of the applicants that there is no export potential for “Starch Specialities’. That it 
is also the case of the applicants that granting collaboration between M/s. Anil Starch Products Limited., Ahmedabad, 
India and M/s. National Starch Corporation of U.S.A. would be detrimental to the Indian interest, because National 
Starch Corporation, is.an international giant and they will get dovetailed with an Indian Monopoly House, and this is 
likely to affect national interest. s 


It is further pointed out by the applicants that the sole object of the collaboration is to exploit the name of 
an international monopoly for the purpose of capturing the entire starch market in India thereby ruining the growth 
and development of indigenous starch manufacturers and that at the present juncture no foreign collaboration of what- 
ever kind is necessary. ; 


That it is also the case of the applicants that even in the context of Indian planning, Starch industry has received 
a low priority. The applicants have not only opposed the proposal on the aforesaid grounds but also raised several 
important and substantial additional objections which they have duly substantiated before the Department of Company 
Affairs, Government of India and also in reply to the Honourable Commission’s questionnaire. 


Unless the applicants are furnished with all the requisite information supplied by M/s. Anil Star: 

meet the aforesaid objections and unless the applicants are furnished with all the rides i ean of ther Sorento: 
it is not possible for the applicants to sufficiently show cause and satisfy the Commission that the proposal of Mis. 
Anil Starch Products should not be granted. In the aforesaid circumstances, the applicants submit that it is in the 
interest of justice that all the evidence produced by M/s. Anil Starch Products Ltd., before the Department of Com- 
pany Affairs, Government of India, before the Ministry of Industrial Development, Government of India, and before 
this Honourable Commission be allowed to be inspected by the applicants and also the applicants be allowed to take 
copies thereof and the applicants be further permitted to reply after the inspection and copies of the said evidence supplied 
by M/s. Anil Starch Products Ltd., are taken. It is very humbly submitted that unless the applicants are given the 
necessary inspection and furnished with necessary copies, the proceedings before the Monopolies and Restrictive Trade 
Practices Commission, would be onesided and the applicants would be merely rebutting claims and justifications which 
may not have been made, unless we know the other party’s case fully, therefore, as stated above in view of the afore- 
said presumption and in view of the nature of the enquiry, the evidence may be furnished to the applicants and it. should 
be left to the applicants to decide which point it finds necessary to oppose and which point they do not think 

to oppose. m DECESSALy 
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Applicants submit that what. evidence the applicants consider necessary for the purpose of showing cause can 
only be decided by the applicants,-and it is submitted.that it should not be left to M/s. Anil Starch Products Limited 
nor can it be left only to the Honourable Commission. The applicants have been in the industry for a long time. They 
have the necessary competent technical staff who can examine the case of M/s. Anil Starch Products Ltd., and give 
proper reply to it. It is once again humbly submitted that this Honourable Commission cannot undertake this task 


which is highly technical, even though the applicants have the highest regard and respect for the Commission and its 
competent officers. 


In the aforesaid circumstances, without prejudice to the above, it is humbly submitted that the necessary evidence 
should be furnished to the applicants, as produced by M/s. Anil Starch Products Limited., (particularly since we do not 
want to be informed about any technical and secret process) and all that we ask for is any claims and justifications 
made by M/s. Anil Starch Products Limited for proving that :— 


(a) 
(b) 


(c) 


(4) 


there will be no concentration of.economic power, 


that the articles sought to-be made with foreign collaboration are being imported in substantial quantities, 


that the foreign exchange loss involved in their foreign collaboration scheme (including foreign equity parti- 


epson) is worth incurring because of the very high priority nature of the articles proposed to be made, 
an 


lastly that Indian research available with us-and with the National Laboratories are unequal to the task of 
giving the necessary know-how to disprove the objections elaborately laid down in the applicants’ reply 
to this Honourable Commission’s questionnaire, at the earliest convenience of this Honourable Commission. 


i Without prejudice to the aforesaid, the applicants further pray that the following documents be furnished to the 
applicants :— . : 


a) 
(2) 


(3) 
(4) 


(5) 
(6) 
(7) 


(8) 


(9) 


(10) 


(11) 
(12) 
(3) 
(14) 
(15) 


(16) 


Application of M/s. Anil Starch Products Limited under section 22 of the Monopolies & Restrictive Trade 
Practices Act with full details, 


Further particulars, if any, called for from M/s. Anil Starch Products Limited by the Central Government 
depts and.the Monopolies Commission from time to time and the details itself. The copies of the replies 
received from M/s. Anil Starch Products Limited, for each of such letters from the Deptts. of Government 
of India and the Commission. : 


Copies of agreement, if any, between M/s. Anil Starch Products Ltd. and M/s. National Starch. 


Name and description of application of “Speciality Starches’ sought to be manufactured in India by M/s. 
Anil Starch Products Ltd., under the proposal. 


Particulars, if any, called for from M/s. Anil Starch Products Limited and other organisations by this Honour- 
able Commission and replies received thereto. 


Copy of the questionnaire issued by this Honourable Commission to M/s,. Anil Starch Products and replies 
received from M/s. Anil Starch Products with full annexures and details. 


Copies of questionnaires issued by this Honourable Commission to various parties, including research insti- 
tutions and Government departments and the replies received by this Honourable Commission. 


(a) Latest figures regarding monopolistic position of Kasturbhai Lalbhai Group in the Indian Industry and 
also in the Starch industry. : 


(b) Figures relating to production and sales showing the extent of monopolistic position of M/s. National 
Starch Chemical Corporation in the world trade. ; 


Evidence produced by M/s. Anil Starch to prove that foreign collaboration is necessary to develop “‘Speciatity 


- Starches” in our country. : 


‘Any evidence produced by M/s. Anil Starch Products to show that the new proposed undertaking should 
be sole evil agents for M,s. Anil Starch Products and why they should be given selling commission at the 
rate of 24%. ‘ 


Any evidence produced by M/s. Anil Starch Products to show that the proposed industrial undertaking 
should be appointed as Anil Starch’s exclusive sales agents as proposed in the application. 


Copy of any demand survey made by M/s. Anil Starch Products, including the methodology of survey and 
the statistical principles employed by the same. P 


Any evidence produced by M/s. Anil Starch Products to show that the technology in the manufacture 
of “Speciality Starches”’ is not within the competence of the Indian indigenous technology existing in the 
private starch industry and in National Laboratories and CSIR associated laboratories: 


Any evidence produced by M/s. Anil Starch Products to show how many starches out of the list of 300 


-products sought to be manufactured in India without foreign financial or. technical help. 


Any evidence to show that M/s. Anil Starch have got any commercially viable chemical method to separate 
Amylose fraction from the Amylo-Pectine fraction. 


Out of the number of numerous “Speciality Starches” how many “Speciality Starches’? M/s. Anil Starch 
‘Products Ltd.; propose to manufacture and market and their future: projections with reference to every 
“Speciality Starch’’. : 
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(17) Any evidence produced by M/s. Anil Starch Products to disprove the applicants’ claim that they are competent 
enough to produce any “Speciality Starches’? for which there is a demand. 


(18) “Any evidence relied upon by M/s. Anil Starch Products to show that technical and financial collaboration 
with foreign company is necessary. 


(19) any evidence produced by M/s. Anil Starch Products to show that there is potential for import substitution 
and export. 


(20) Any evidence relied upon by M/s. Anil Starch Products in support of their application. 


(21) eae of the application, if any, made by M/s. Anil Starch Products to the Government of India for heavy 
subsidy. 


__ It is submitted that before this application is finally disposed of and in the event of the Honourable Commission 
not inclined to give inspection and copies as prayed above, the applicants should be given an opportunity to explain 
their case personally. Since the Honourable Commission is ving in Ahmedabad in the last week of December, 
it is prayed that the inspection of the copies be furnished before the said date. 


For this act of kindness, the applicants shall ever be so grateful. 


FOR MAIZE PRODUCTS 


(Sd.) 
GENERA L MANAG ER 


ANIL STARCH PRODUCTS LTD., AHMEDABAD 
APPENDIX ‘D’ 


Copy of the application dated the 23rd January, 1974 filed by M/s. Laxmi Starch Ltd., Bombay 
Before the Monopolies and Restrictive Trade Practices Commission. 


IN THE MATTER OF 
Messrs. Anil Starch Products Limited., 
Anil Road, Ahmedabad 
AND 
IN THE MATTER OF 


An Enquiry under section 22(3)(b) of the M.R.T.P. Act. | Reference No. 1(40)-Enq./73 
AND 


IN THE MATTER OF 
Messrs. Laxmi Starch Limited, a Public Limited Company, registered 


under Companies Act, 1956, and having its office at 25, Dalal Street, 
Fort, Bombay. 


se cererens OBJECTOR/APPLICANT 


Application for Disclosure of Certain Documents 


The Anil Starch Products Limited, Ahmedabad (hereinafter called as ‘Anil Starch’) has filed an application on 
the 2nd Octoter, 1972, under section 22 of the M.R.T.P. Act, for establishment of a new undertaking in the form of a 
Private Limited company at Ahmedabad for manufacture of 12,000 Metric Tonnes of Speciality Starch Products. The 
broad details regarding the applicant company and its proposal have been stated in the Notification dated the 24 th 
September, 1973, published in the Times of India, Bombay, on 30th September, 1973. 


2. The facts of the case have been set out in the objections dated 10-10-1973 filed by the Applicant before this 
Hon'ble Court on 20th October, 1973, The Applicant craves leave to refer to and rely on the said objections as if the 
same formed part of this application. 


3. The Applicant is not aware of the details of the application made by Anil Starch nor the details of the agree- 
ee yr eertrd to the foreign collaboration. Various informations contemplated under rule 6 (form 2) are also not known 
tot pplicant. 


4. In order that the Applicant can effectively participate in the above enquiry and assist the Hon'ble Commission 
to come to a proper conclusion in the present enquiry it is necessary that the Hon'ble Commission directs Anil Starch 
to disclose the documents mentioned in the schedule annexed hereto. Unless this Hon’ble Commission passes such 
an order Anil Starch can rely on wrong and insufficient evidence in order to pursuade this Hon’ble Commission to come 
to a particular conclusion. The Applicant can assist the Hon'ble Commission in pointing out if Messrs. Anil Starch 
have furnished any wrong or insufficient evidence only if the same is disclosed to the Applicant. Information is other- 
wise also necessary for the Application to support its case that sanction under section 22 ought not to be given to the 
said proposal of Anil Starch Products Limited. : 


45 


5. The Applicant submits that the principles of natural justice, fairplay and equity require that this Commission 
is pleased to direct Anil Starch to disclose the documents mentioned in the schedule annexed thereto. 


6. It is, therefore, most respectfully prayed that this Hon’ble Commission may be pleased— 
(i) to direct Messrs. Anil Starch to disclose the documents in the schedule hereto; and 


(ii) to pass such other orders or directions as may be necessary and proper in the circumstances of the case. 


Drawn & filed by 


New DEL, BHANDARE PAREKH & CO 

Dated 23-1-1974; Advocates 
SCHEDULE 

1. Collahoration Agreement between Messrs. Anil Starch and Messrs. National Starch. 

2. Application of Messrs. Anil Products Limited under section 22 of the Act together with its enclosures. 

3. Commission questionnaire to Messrs. Anil Starch and reply thereto by Messrs. Anil Starch. 

4. Details of Speciality Starches with their composition. 

5. Minutes of C.S.1.R. along with the report of the Research Institute. 


ANIL STARCH PRODUCTS LTD., AHMEDABAD 
APPENDIX ‘E’ 


Before the Monopolies and Restrictive Trade. Practices Commission 
IN THE MATTER OF 


M!s. Anil Starch Products Ltd., Anil Road, Ahmedabad 

AND IN THE MATTER OF 

An enyuiry under section 22(3)(b) of the MRTP Act—Reference No. 1(40)-Enq./73. 
AND IN THE MATTER OF 


An application filed by M/s. Maize Products, Kathwada, Ahmedabad, dated 20th December, 1973, requesting for 
copies and inspection of various documents and papers referred to in the application. 


An application filed by M/s. Laxmi Starch Ltd., for disclosure of certain documents. 


1. Mr. B.A. Desai and 
Mr. Shanti Swarup Bhatnagar for M/s. Maize products. 


2. Mr. M.C, Bhandare with 
Mrs. S.M. Bhandare and 
Mr. P.H. Parekar . for M/s. Laxmi Starch Ltd. 


3. Dr. L.M. Singhvi with 
Mr. Ravindar Narain and 
Mr. Shailendra Sarup . for M/s. Anil Starch Products Ltd. 


ORDER 


These are two applications—one by M/s. Maize Products, Ahmedabad, and the other by M/s. Laxmi Starch 
Limited, Rombay (hereinafter referred to as “‘the Opponents’’) praying that certain documents be furnished to them 
either by M/s. Anil Starch Products Ltd., (hereinafter referred to as the Applicants) or by the Commission. M/s. Maize 
Products have asked for disclosure of about 21 items. Some of these items are again groups of documents and 
the others are requisitions for information collected by the Commission from the Applicants, Central Government 
Departments, Research Institutions and other persons... Maize Products have also applied for disclosure of evidence 
if any, produced by the Applicants in support of their application and market surveys conducted by them or on their 
behalf, the methodology of such surveys and statistical principles employed in such surveys etc. M/s. Laxmi Starch 
have applied for disclosure only of the application filed by the Applicants under section 22 of the Act, collaboration 
agreement between them and National Starch of U.S.A., questionnaire sent by the Commission to Applicants and replies 
thereto, details of speciality Starches proposed to be manufactured by the Applicants, the composition of such starches 
and minutes of the Council of Scientific and Industrial Research along with report of that body. 


The Applicants are manufacturers of starch products from maize in a large way of business in India and are 
based in Ahmedabad. Their application is for permission to establish a new undertaking owned by a proposed company 
wherein they will own 40 per cent of the share capital, National Starch & Chemical Corporation of U.S.A., will own 
another 40 per cent of the capital and remaining 20 per cent will be taken up by others. The proposed company will 
manufacture 12000 metric tonnes per annum of speciality starch products with the technology supplied by National 
Starch. The two opponents are the business rivals of the Applicants though Laxmi Starch is in a small way of business 
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The contention of the Opponents is that the enquiry before the Commission is a judicial enquiry and it is therefore 
essential in order to meet the ends of justice that the entire evidence produced by the applicants in support of the appli- 
cation be made available to those who oppose the application to enable them to “Show cause”. It is contended that 
the opportunity to “show cause’’ becomes illusory and a mere formality unless all the-evidence and information, whether 
oral or documentary, is made available to the Opponents. It is further contended that unless the Opponents are furnished 
with all the information in support of the application it is not possible for them sufficiently to “show cause’’ and satisfy 
the Commission that the proposal of the Applicants should not be granted. On behalf of M/s. Laxmi Starch Ltd., 
Mr. Bhandare contended that in order effectively to oppose the proposal of the Applicants his clients should at least be 
furnished 5 documents covered by his application and if on the application of Maize Products discovery of other docu- 
ments is orders his clients be also given the benefit of such discovery. 


The Applicants oppose the application of the Opponents for discovery and inspection inter alia on the ground 
that they have no Jocus standi or right to inspect or obtain inspection of documents. They have no right to “Show Cause.” 
They are business rivals, Maize Products have themselves applied for a similar licence. That the intention of the Oppo- 
nents is to secure confidential information furnished by the Applicants for ulterior use. That such information cannot 
be furnished to the Opponents by virture of the provisions of the Monopolies and Restrictive Trade Practices Act. 


As this is the first application of its kind during the existence of this Commission in respect of applications 
under Chapter III for prevention of concentration of economic power, we have given full hearing to the parties. 
Such hearing lasted for about 20 hours. We have given careful consideration to the rival contentions of the parties. 
We shall now proceed to deal with them. 


At the outset it will be useful to discuss some of the relevent provisions of the law. The Act 
was passed to give effect to the directive principles of the Constitution enshrined in Articles 38 and 
39 so that social and economic justice may be done and to secure that the operation of economic 
system does not result in the concentration of wealth and means of production to the common detriment. 
The preamble to the Monopolies and Restrictive Tradde Practices Act also states that the Act is intended to secure that 
the operation of the economic system does not result in concentration of economic power to the common detriment. 
Chapter III with which we are concerned in this matter pertains to the prevention of concentration of economic power. 
Section 20 defines large and dominant undertakings to which.the said Chapter applies. Section 21 to 23 provide that 
any such undertaking wishing to expand, establish a new undertaking or proposing to merge in or amalgamate with any 
other undertaking shall apply to the Central Government for permission. The Applicants have applied to the Central 
Government under section 22 for permission to establish a new undertaking. Section 22 provides that on receiving such 
application the Central Government may cali upon the Applicant to satisfy the Central Government that the pro- 
posal to establish a new undertaking or the scheme of finance with regard to such proposal is not likely to lead to concent- 
ration of economic power to the common detriment or is not likely to be prejudicial to the public interest in any other 
manner and thereupon the Central Government may if it is satisfied that it is expedient in the public interest to do so 
by order accord approval to the proposal. But if the Central Government is of the opinion that approval cannot be 
made without further enquiry, it may refer the application to, the Commission, for enquiry and the Commission may 
“after such hearing as it thinks fit’ report to the Central Government its opinion on the application. The Central 
Government may thereafter pass orders on the application but before making an order, by virture of section 29 of the 


Central Government shall give reasonable opportunity of being heard to any person who is or may be interested in the 
matter. 


Section 8 of the Monopolies and Restrictive Trade Practices Act provides that the Central Government may in 
_ consultation with the Commission appoint a Director of Investigation for making investigations for the purposes of the 
Act. In fact, a Senior Govt. Officer has been appointed as Director of Investigation and he has a complement of joint, 
Deputy and Asstt. Directors and other staff to assist him in the work of investigations for the purposes of the Act. . Section 
12(1) confers on the Commission for the purposes of any enquiry under the Act certain powers of a Civil Court. Sub- 
section (2) provides that any proceedings before the Commission shall be deemed to be judicial proceeding for certain 
purposes and the Commission shall be deemed to be a Civil Court for certain other purposes. The provisions of section 
12 and 8 would indicate that the proceedings before the Commission are judicial proceedings for certain purposes. But 
at the same time the Commission is also an investigating body and has a Director of Investigation appointed by the 
Central Government and other staff under him at the disposal of the Commission for causing investigations to be made 
for the purpose of the Act. Unlike the judicial proceedings in a Court, the Commission has at its disposal machinery 
for making investigations and gathering information on its own. There, however, does not appear to be any doubt that 
the Commission is a quasi judicial body. : ; 


Sections 17 and 18 of the Act read as under :— 


“ bie (1) Subject to the provisions of sub-section (2), the hearing of proceedings before the Commission shall be 
in public. 


(2) Where the Commission is satisfied that it is desirable to do so by reason of the confidential nature of any 
; offence or matter or for any other reason, the Commission may :— 

- (a) hear the proceeding or any part thereof in private; 

(b) give directions as to the persons who may be present thereat; 

(c) Prohibit or restrict the publication of evidence given before the Commission (whether in public or in private) 

or of matters contained in documents filed before the Commission. 

18. (1) Subject to the provisions of the Act, the Commission shall have power to regulate :— 
(a) the procedure and conduct of its business; 

(b) the procedure of Benches of the Commission; 


(c) the delegation to one or more members of such powers or functions as the Commission may specify. 
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(2) In particular, and without prejudice to the generality of the foregoing provisions, the powers of the Commission 
shall include the power to determine the extent to which persons interested or claiming to be interested in the subject 
matter of any proceeding before it are allowed to be present or to be heard, either by themselves or by their representa- 
tives or to cross-examine Witnesses or otherwise to take part in the proceedings. , 


; Section 28 provides that the Commission shall take into account all matters which appear in the particular cir- 
cumstances of each case to be relevant having regard to the need consistently with the general economic position of the 
country in making recommendations about approving the proposal of applicants. One such consideration would be to 
achieve the production, supply and distribution by most efficient and economical means of goods of such types in qualities 
in such volume and at such prices as will best meet the requirements of the Defence of India and home and overseas 
markets. Section 29 provides that before making a final order the Central Government shall give a reasonable oppor- 
tunity to all persons who may be interested of being heard. 


The other relevant provisions of the Act are ; Section 60 which provides restricting on the disclosure of informa- 
tion obtained by or on behalf of the Commission; section 52 provides the penalty for wrongful disclosures of such in- 
formation; Section 66 empowers the Commission to make regulations for the efficient performance of its functions under 
the Act. Subject to such Regulations the Commission has under section 18(1) the power to regulate its own procedure 
and conduct of its business, 


The Commission has made Regulations for enquiries. These are called the Monopolies and Restrictive Trade 
Practices Commission Regulations, 1971. Regulation 5(2) provides that where a reference has been received from the 
Central Government under, inter alia, section 22, the Commission may “where it considers necessary” hold an open 
enquiry after giving notice to the parties concerned and to the Central Government. It may also “‘if it considers nece- 
ssary” permit persons interested in the subject-matter to be present or to be heard either by themselves or by their repre- 
sentatives or to cross-examine witnesses or otherwise take part in the proceedings. Sub-Regulation (3) provides that 
the parties concerned may be represented by a Counsel or by a Chartered Accountant specifically authorised by them 
to act on their behalf. Regulation 6 provides that the Commission shall notify to the Government and to the parties 
concerned the date and place of hearing. Regulation 8 provides that on such date or the date to which the hearing may 
be adjourned the parties concerned shall be heard in support of their replies. Regulation 9 provides that the material 
gathered by the Director may be brought on record at such. stage of the proceedings as the Commission may think fit 
in which case the Commission shall communicate the gist of the said material to the parties concerned and given 
them an opportunity to rebut ,the material gathered by- the Director. After the hearing the Commission shall 
make its report to the Government under Regulation. 11. 


At this stage it may be mentioned that on receiving a reference from the Government the Commission has made 
a practice of issuing a public notification in the Press giving material particulars of the proposals of applicants contained 
in their application. The notification “invites all these persons who are in a position to give any information/comments 
which will be of assistance to the Commission in its enquiry to do so”. The notification also stated that such persons 
may send the information/comments to the Secretary to the Commission by a particular date and while sending the 
ore cn comnebts they may also indicate whether they would like to participate in the public heairing regarding the 
proposals. 


Such notification in this particular case was issued on 24th September, 1973, and the two opponents have entered 
appearance and sent their information/comments to the commission pursuant to such notification and have also stated 
that they would like to participate in the public hearing regarding these proposals. Thereafter, they have made the pre- 
sent application for discovery. 


As we have stated herein above there is no doubt that the proceedings before this Commission are quasi judicial 
proceedings. The purpose of the Act is to provide that the operation of the economic system does not result in the con- 
centration of economic power to the common detriment and to control monopolies. There appears to be no doubt 
that every citizen of India is concerned to prevent the concentration of economic power to the common detriment and 
is entitled to appear before this Commission and to participate in the proceedings at the public hearing if he eniers 
appearance and furnishes information/comments in compliance with. the Regulations framed by the Commission and the 
public notification issued by it. This right is, however, subject to the limitations imposed by sections 17 and 18 and 
the other provisions of the Act and the Regulations made thereunder. There is, therefore, no doubt as to the locus 
standi of the Opponents to appear in these proceedings subject, however, to restrictions mentioned herein above. But 
it must be said that the proceedings before the Commission are not adversary proceedings and are not inter partes. The 
Opponents are not entitled ‘to show cause” against the application and are not parties to the proceedings in the strict 
sense contemplated by the Code of Civil Procedure. They are members of the public who are entiltled to furnish infor- 
mation and assistance to the Commission to the extent permitted by the Commission under sections 17 and 18 and other 
provisions of the Act and Regulations to enable the Commission to discharge its duty of controlling monopolies and pre- 
venting concentration of economic power to the common detriment. The participating by the opponents in the pro- 
ceedings of the Commission is strictly limited to the assistance required by the Commission under section 17 and 18 and 
other provisions of the Act and Regulations framed thereunder. 


The Commission has other sources of information and assistance to which it resorts in the discharge of its duties. 
Immediately after the issuing of the public notification the Commission causes investigation to be made and information 
to be gathered from Government Departments with regard to requirements of the Defence of India and home and over- 
seas markets, statistics with regard to the anticipated national demands for the article proposed to be produced under 
the application, about the total licensed capacity in India and the total production. The Commission also gathers in- 
formation from Government and Private bodies with regard to the possibility of production of such articles in India 
without foreign technology or machinery if the applicant has shown a desire to acquire such technology or machinery 
and also the reaction of several Ministries about foreign exchange and other requirements of the proposals. Such 
information is of highly confidential nature which the Commission may take into consideration but may not disclose 
to opponents of the proposal like the present opponents, An extreme example is the collecting by the Commission of 
information as to requirement for the Defence of India, It will be dangerous and not in public interest to disclose such 
infermition to members of the public. 
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Similarly, applications under section 22 of the Act contain information of confidential nature disclosed by the appli- 
cants to the Central Government, which it may pass on to the Commission. Such information may pertain to the 
Jotails of the proposed collaboration agrezment for obtaining foreign technology, capital or assistance or market 
surveys. conducted by the applicants for their own use at a considerable expense to gauge the market requirements of the 
co. itry, There can be other reasons for which some of the information contained in the application cannot be disclosed. 


Sections 17 and 18 empower the Commission to hear any proceeidings in private and to prohibit or restrict the 
publication of evidence or of matters contained in documents filed before the Commission. Grant of a copy of such 
document even to a single person would, in our opinion, amount to publication. Section 18(2) empowers the Commi- 
ssion to determine the extent to which persons like the opponents are to be allowed to be present or to tbe heard. 
These provisions indicate that persons like the opponents may be allowed to participate only in part of the proceedings 
and may be kept out of the remaining part of the proceedings. The power to prohibit or restrict publication of matters 
contained in documents filed before the Commission is to be exercised if the Commission is satisfied that it is desirable 
to do so. In such cases the Commission may refuse to furnish persons like the opponents copies of any documents filed 
before it or parts of such documents, This may be done for the reasons that such matters or information is of confidential 
nature or it may do so for other reasons. Section 30 of the Act prescribes a period of 60 days within which the Commis~ 
sion must make its report subject, however, to the power of the Commission to extend this time for good reasons. The 
limitation of time within which the Commission must make its report is absolutely necessary. If the making of the report 
is delayed too long the figures furnished by an applicant with regard to the cost of the project may become obsolete 
due to the rising prices. Similarly, other information furnished in the documents may beccme obsolute. Undue 
delay may also result in impeding the industrial progress of the country, discouraging the new enterprises and effect the 
flow of supplies causing shortages and price rise. It may exasperate the enterepreneur or his foreign collaborator. 
For these and other reasons, it becomes necessary to limit the extent to which persons interested or claiming to be in- 
terested in the subject-matter of any proceeding are to be allowed to be present or to be heard only to the extent of assis- 
tance required by the Commission in the circumstances of each case. Disclosure of information and documents to such 
persons has also of necessity to be limited so as to provide that matters of confidential nature are not disclosed including 
processes of manufacture which are the private property of the parties. Bearing these considerations in mind each appli- 
cation for disclosure of documents and information or the extent of participation in proceedings before the Commis- 
sion has to be determined by the Commission. If the Commission were to function like a Court of Law in every 
respect the proceedings would take too long and the abovementioned purposes would be defeated. 


It is true that in cases of large or dominant underakings which are registered under section 26 of the Act they have 
to satisfy the Government or the Commission that their proposals to\expand are not to the common detriment. But 
the nature and extent of the participation in the proceedings by any person interested or claiming to be interested has 
to be limited by virtue of the provisions of the sections 17 and 18/and other provisions of the Act and Regulations framed 
thereunder. They have not “to show cause” but render information and assistance to the extent permitted by the Com- 
mission. With regard to the documents and information to be furnished to such persons also the matter has to be go- 
verned by the Orders of the Commission in each case bearing the above considerations in mind. Such persons would 
not be entitled to all the information gathered by the Commission from the several sources indicated herein above inclu- 
ding the applicant. There has of necessity to be an area of information which the Commission may take into account 
in making its report. There is, however, a stage at which some of the information may become available to the persons 
like opponents. The Commission includes in its report the material on which its conclusions are based. The report 
: made available to such persons by the Government at the stage of hearing by the Government under section 29 of the 

ct. 


It is, however, open to the persons who have entered appearance and have been permitted by the Commission to 
participate in the proceedings to place all the information and render all the assistance that they can to the Commission. 


Mr. B.A. Desai contended that granting approval to the proposal of the Applicants would adversely affect his 
clients who are the business rivals of the Applicants, and therefore they are entitled ‘‘to show cause’. We are afraid we 
cannot accept this contention. If this proposition were correct there would be provisions in the Act for joinder of business 
rivals as parties. Mr. Desai’s clients are themselves in a large way of business. One of the purposes of the Act is to 
promote competition as a countervailing force to monopoly power. We have to consider the Applicants’ proposal in 
that light. It does not confer the status of an adversary on Mr. Desai’s clients. 


Mr. B.A. Desai contended that under section 29 of the Act the opponents would be entitled to a “reasonable 
opportunity of being heard’ by the Government, and therefore, such responsible opportunity of being heard would be 
co-extensive with ‘‘after such hearing as the Commission thinks fit’’ in section 22 of the Act. He further contended that 
because the Commission was a judicial body the rules of natural justice require that a reasonable opportunity of being 
heard should be co-extensive with opportunity which a Civil Court gives a party to the proceedings. He contended that 
his clients would, therefore, be entitled to all the documents and the other information on which the Commission may rely 
for making its report. We are afraid for reasons herein above discussed we cannot accept this contention. 


Mr. Desai cited before us judgements ot the Supreme Court in A.I.R. 1957 S.C. 882 and A.I.R. 1961 S.C. 1623, 
These are cases under Article 311 of the Constitution where material to be used: against an employee of the State is to be 
disclosed to him with a view to give him a reasonable opportunity of being heard before he is penalised. We are 
afraid these cases have no application to the proceedings under Chapter IJ of the Monopolies and Restrictive Trade 
Practices Act. There is no material intended to be used against the opponents which must be disclosed to them in order 
to give them also a reasonable opportunity of being heard. It is not intended to punish or penalise them. Mr. Desai 
has also invited our attention to the judgement of the Supreme Court in 1966 (3) S.C.R. 744 and A.LR. 1960 Punjab 86. 
We are afraid these cases have also no application to the facts of the case and we do not consider it necessary to deal 
with them in detail. 


Dr. L.M. Singhvi invited our attention to the case of Russel V. Duke of Norfolk and others reported in 1949(1) 
A.E.R, 109, where Tucker L.J. has observed that ‘‘There are in my view no words which are of universal application to 
every kind of enquiry and every kind of domestic tribunal. The requirements of natural justice must depend on the cir- 
cumstances of the case. The nature of the inquiry, the rules under which the tribunal is acting, the subject that is being 
dealt with and so forth. Accordingly I do not derive much assistance from the definitions of natural justice Which have 
been frem time to time used. But whatever standard they have adopted, one essential is that the person concerned 
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should have a rzasonable opportunity of presenting his case’. In a seperate judgement Denning L.J. has affirmed the 
above proposition. The above words have become almost a legal classic. Dr. Singhvi also cited the case of Official 
Solicitor to the Supreme Court V.K. & another (1965 A.C. 201) decided by the House of Lords in England, wherein 
in the speech of Lord Evershed the above quotation from the judgement of Lord Tucker has been quoted with approval. 
The above quotation was also affirmed with approval in the speech of Lrod Hailsham in the case of Pearlberg v. Varty 
(1972 (1) W.L.B. 534), decided by the House of Lords in England. 

Dr. Singhivi has invited our attention to two casey decided by our own Supreme Court. The first case is that of 
Bharat Barrel & Drum Manufacturing Co. v. L. K. Bose and others: A.I.R. 1967 S.C. 361 wherein it has been held that 
rules of natural justice are not inflexible rules of universal application. Court has to consider in each case whether in 
the light of the facts and circumstances of the case, nature of issues involved in enquiry, nature of the order passed and 
interest affected thereby, a fair and reasonable opportunity of being heard was furnished to the person affected. The 
other case is Union of India v. J.N. Sinha. A.I.R. 1971 S.C. 40 where it has been held that rules of natural justice are 
not embodied rules nor can they be elevated to the position of fundamental rights. Their aim is to secure justice or to 
prevent miscarriage of justice. These rules can operate only in areas not covered by any law validly made. They do 
not supplant the law but supplement it. Ifa statutory provision can be read consistently with the principles of natural 
justice, the Courts should do so. But if a staturory provision either specifically or by necessary implication excludes the 
application of any rules of natural justice then the Court cannot ignore the mandate of the lagislature or the statutory 
authority and read into the concerned provision the principles of natural justice. Whether the exercise of a power 
conferred shoul be made in accordance with any of the principles of natural justice or not depends upon the express 
words of the provision conferring the power, the nature of the power conferred, the purpose for which it is conferred and 
the effect of the exercise of that power. ; 


In this case we must remember that the Opponents are the business rivals of the Applicants although Laxmi 
Starch is in a sinaller way of business. Maize Products have themselves applied to the Contral Government for per- 
mission to expand their business with foreign*collaboration. As we have indicated herein above the Oppenents are not 
parties in an adversary proceeding. They have come before us as citizens of India or members of the public in answer 
to an invitation contained in a public notification to furnish information .and assistance to the Commission. They 
are not called upon “to show cause” against the application. The public notification itself contains the material 
particulars of the proposal of the Applicants contained in their application. There could however be some 
particulars which are omitted from the public notification. We have therefore decided that in order to enable the 
Opponents effectively to assist the Commission in the discharge of-its duty it is necessary-as well as sufficient to furnish 
to the opponents a copy each of the application under section 22 of the Monopolies and Restrictive 
Trade Practices Act which contains the proposals of the Applicants with regard to the proposed new undertaking. 
We have however decided to omit from the copies the details of the chemical composition of some of the products, 
the quantities of production other than starch as these are irrelevant and copy of collaboration agreement. 


We have carefully gone through the application filed by the Applicants under Section 22 of the Act and the other 
information available to us and have also considered the confidential nature of the information, the time that the enquiry 
must take and the desirability of the publication of matters contained in the documents filed before us in the public in- 
terest. We have also considered the consequences that full disclosure will have on industrial development of the country 
integrity and fidelity of commercial transactions and impingement of certain disclosures on the proprietary rights in the 
results of research and survey. 


Taking into consideration the express words _of section 17 and 18 of the M.R.T.P. Act, the purpose for which 
these provisions were incorporated and the effect of the exercise of the power of discovery and inspection and the matters 
discussed herein above we have decided not to make available to the Opponents the remaining information in the posse- 
ssion of the Commission and we proposed to make the order hereinafter made. ; 


M/s. Maize Products and M/s. Laxmi Starch Ltd. be furnished a copy each of the application made by M/s. 
Anil Starch Products Ltd., to the Government under section 22 of the Monopolies and Restrictive Trade Practices Act 
along with its covering letter and Annextures with the following being omitted from such copies :— 


(a) From page 12 of the applications the names of individual chemicals shall be omitted. 


(t) From Annexure ‘B-1’ to the application, Particulars of products manufactured by Anil Starch Products Ltd. 
other than starch shall be omitted. 


{c) Annexure ‘B-2’ shall be omitted. (This Annexture is a copy of the proposed foreign collaboration agreement 
between Anil Starch Products Ltd.) 


(d) Annexure ‘D’ shall be omitted. (This Annexture is a copy of the proposed foreign collaboration agreement 
between Anil Starch Products Ltd., and M/s, National Starch Products). 


With regard to the remaining items disclosure whereoff is prayed for, the applications are rejected. 


(Sd.) 
(JUSTICE J.L. NAIN) 
Chairman 


(Sd.) 
(H.K. PARANJAPE) 


Member 
New DELHI, 


the 1tth February 1974. 
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ANIL STARCH PRODUCTS LIMITED, AHMEDABAD 
APPENDIX ‘F’ 


Statement showing the various lines of manufacture of Anil 














Name of the Product : Licensed Capacity 
1. Starch : . : . ‘ ° 7 . ° ° : . . + 60,000 M.Tons. 
2, Dextrose Monohydrate ‘ p . . ‘ . ’ + 18,000 3 
3. Liquid Glucose - ‘ . ‘ . ‘ . ‘ , . . ‘ * 18,000 7 
4. Calcium Gluconate - . . . : . . ° . . . . 150 re 
5. Sulphuric Acid - . , . . . . . . . . . * 30,600 +g 
6. Nitric Acid ’ : 7 : ‘ . . : . ‘ ‘ . . 360 ¥ 
7. Alumina Ferric - . * 1,100 55 
8 Ammonia Alum - : : . . ‘ . ‘ ‘ . . ‘ ° 540 % 
9. (a) Crude Amylase - , . : : : . . . . 7 300 P 
(b) Gluco-Amylase - . . . , . . . . . , * 7,000 K. Litres 
(c) Refined Amylase - . ‘ . . . . : . : , . 150M. Tons. 
(d) Protease °- ° _ . ‘ . . 7 : : : . , 25 PA 
10. (a) Activated Carbon : : , : : ‘ : . : . : 100, 
(b) Sodium Silicate (Bye-Product) . ° : . . ° , . 300 sy 
11, Anhydrous Dextrose +. - : : A : f Y : 7 : . 1,000 ,, 
12. (a) Sorbitol Liquid - ‘ * ‘ . * i . . . : ‘ 2,000, 
(b) Sorbitol Powder - ‘ ‘ . : : ‘ ' . ‘ . . 100, 
13. Forgings - : : . . . . . C . : . 7 1,104 re 
14. Superphosphate - . . . . ‘ . , . ° . . . 34,000 
15. Silicofluoride - . ‘ ‘ . ’ ° a "9 . ‘ . . 74 s 
ee 


ANIL STARCH PRODUCTS LTD., AHMEDABAD 
APPENDIX ‘G’ 


Details of Speciality Starches proposed to be manufactured 
a te 








No. Brand Name Varieties Properties & Applications 
1 2 3 4 
1. CATO . . 7 o . . ‘ . . 17 —Effective for improving various strength 


factors and increasing filter and pig- 
ment retention in the fine paper field. 
Improves base stock receptivity for the 
coating color. Ideal wet-end starch 
for machine finished offsets, mimco- 
letterpress and writing papers. Coup- 
ling agent for synthetic sizes in paper 
industry. As surface size to reduce 
fuzz and improve finish and gives 
smoother and stronger surface. 


—Use of Alum can be eliminated. 


—Resin sizing is improved by using one 
of the CATO variety. 


Substantially increase the retention of 
anionic resins added to the beater. 


—-The various types of CATO are orien- 
ted towards application to different 
grades of paper, conditions under 
which the paper is manufactured and 
water conditions in the area. 





2, 


10. 


Il. 


12. 


13. 


14, 


15. 


16. 


17. 
18. 


19, 


CATO BOND 


CATO-KOTE - 


CATO SIZE 


FIBER SIZE 


FLOKOTE: : 
HALEX - 5 


_FLOZYME : 


HOOSIER - 


HYDROSEAL 
KOFILM : 


MULBOND 


NAPON + 
NUGUM - : 
PEARL PLUST - 


AQUA DEX 


BOTTOM DEX 
DURABOND 


GUMING DEX 


12 


23 


4 


—Cationic coating binders of various 
viscosity characterstics, exhibiting im- 
proved pigment binding efficiency and 
water resistance. 

—Gives high binding efficiency, sharply 
reduced binder levels, excellent ink 
hold out, improved surface characteris- 
tics higher gloss and opacity, imp- 
roved porosity. 

— Used in Web offset, letterpress-enamel 
letter press publication rolls, size press 
pigmented stocks, sheet fed offset 
papers. : 


—A series of highly modified cationic 
coating. binders designed to replace 
casein and protein in water resistant 
coatings. 

-—It has higher ink hold-out and ink 
absorption is more uniform than casein 
and protein, 


—Cationic starches of various viscosities 
for the surface sizing of paper, used to 
improve the physical properties of the 
paper, while reducing the BOD/COD 
of paper machine affluent. It imp- 
roves printability, greater opacity 
strength higher-wet-end retention, 
easier drying, improved operability, 
water resistence and easy handlings. 


—Oxidised starches of various viscosities 
for surface sizing and paper coating. 


{ Application in Aerosol Laundry starch 
1 preparation, 


—-Modified starches for enzyme or 
thermal conversion for use in Paper 
Industry. 


—Unmodified or lightly modified starches 
containing special buffering additives 
for enzyme and thermal conversion 
for use in Paper Industry. 


—Pregelatinised starch used as a beater 
additive to paper. 

—Modified starch for the surface sizing 
paper, generally superior to oxidised 
starch in this application. 

—Special cationic starch for improving 
strength in linerboard, © 

--High film forming starch for special 
grease, oil and solvent resistant paper 
coatings. 

—Special strength additive for liner- 
board and offset newsprint. 

—-Modified starch for enzyme conver- 
sion for use in paper industry. 


—Progelatinised formulated starches for 
bag pasting, paper laminating etc. 


—Bag making adhesive. 


—~Modified starch for corrugating (Car- 
rier and raw portion) and internal 
binder for accoustical tile, ceiling 
tile, etc. Uniform adhesive with a 
stable viscosity. 


—Formulated dextrines for tape, stamps 
and envelope gumming. 
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20. KOBOND : . . . . . . . : 3 —Pregelatinised carrier starch for cor- 
rugating. 
21. LAY FLAT . . . . . . . . 4 —Laminating adhesives. 
22, NABOND - . ‘ . : . . . . 1 —Speciality carrier starch for high speed 


corrugating and for modestly water 
resistant corrugating applications (ba- 
nana boxes, produce boxes), when 
used with catalyst. 


23. TAPON -: . , : . . . : - 4 —Animal glue replacement in the manu- 
facture of remoistenable gummed tape, 
stamps, lables etc. 


24. VINAMYL ‘ : . ‘ . . . . 1 —Speciality carrier starch for highly 
water resistent corrugating applica- 
Hens: used in conjuction with cata- 
yst. 

25. AMBERTEX - ‘ . : . . . : 1 —A viscose modified starch solution 
used as natural gum replacement for 
textile print paste thickner, for roller, 
screen vat printing. 


26. AMYLON . . . . . . . . 5 —Modified, high amylose starch glass 
fiber forming size. 
27, CM STARCH + . . : : : . . 1 —High film forming carboxy methyla- 
ted starch for replacing CMC in Tex- 
tile sizing. © 
28. CATO75 - . I —Low viscosity cationic starch for glass 


fiber sizing and fibre glass mat bind- 
ing. 

—A stable, low viscosity starch for knit 
goods finishing, stiffening and hand 
binding. 

—A high viscosity starch for print thick- 
ening in Textile. 


31. HFS STARCH - . . . : : : 1, 3 --Gives not only tougher films but 
‘ also size solutions are resistant to 
viscosity breakdown by high tempera- 
ture and agitation. Unique type of 
warp size. 


32. HI BOND . . . . . qi c r 3 —High Amylose cationic starch for low 
add-on warp. sizing of synthetic 
blends and difficult to veave construc- 
tion. Extremely high film strength 
and excellent affinity for textile fibres. 


33. KOSOL > : . . . ’ . . : 2 —An extremely stable pregelatinised 
starch for aerosol spray solution. 
Readily dissolves in cold water to 
form smooth, non-congealing solu- 
tions. 


34. HADEX -: . . . . . . : » $$ —A series of modified starches used in 
textiles for back coating, finishing. 
dye standardisation etc. 

35. NAPON - ‘ . . . . : : . 3 —Highly stable chemically modified 
starches for speciality finishing appli- 
cations in Textiles. 


29. CLEARFILM 


. 
. 
— 


30.. FLOTEX - 


a 


36. NUFILM - . . . , . : . 2 3 —Chemically modified starch for spe- 
_ ciality coating and leather finishing. 
37. SILIDEX + . . . : 7 7 : . 2 —Berated chemically modified starch 
; for textile finishing. 
38. STARLENE : : 7 . . 7 ‘ : 1 —Cold water soluble instant-laundry 
starch. 


39. TEXELO - . . . . . . . ’ 2 Modified starch for warp sizing 100% 

cotton and less demanding Polyster/ 
cotton styles. 

40. TEXBOND . : . : . . . , 1 Modified cationic high amylose starch 
for warp sizing difficult to weave cot- 


ton and intermediate synthetic/cotton 
blends, 
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. 41. AMIOCA: | - ‘ . : : “ ‘ “ 8 —Food grade—recommended wherever 
an extremely clear, non-gelling pro- 
_ duct with long texture and high stable 
viscosity is necessary. Typical appli- 
cation is as filling aid to decrease 
“siopping” during high speed opera- 
tions in canned foods. 


42, AMYLONHL.AET . . . . . . . 1 —Sets rapindly té a film gel-production 
. rate of jelly gum and extruded snacks 

: is increased. 
43. BAKA SNAK _ - . ; . : ; ; : 1 —Food grade pregelatinised starch for 


extruded or sheeted crackers and 
snacks and for instand pudding. Ex- 
cellent expansion, quick set, no fry- 
ing required, newer flavours possible. 


44. BATSER BINDS : . . F F ; . 1 —Modified starch for improved adhe- 


: - sion of breading to fried fish, chicken 
etc. Improved color and flour is 
2 p ; obtained. 
45, CAPSUL sos by ae ae Oe, oo kn Oh —Unique modified starch for encapsula- 


tion of flavour and elouding oils. Re- 
places Gum Arabic by producing 
better emulasions and encapsulations. 


46. CLEARJEL , ‘ ; . F 5 uses nae sn kant —Modified starch with a smooth short 
. texture: when used in highly 
acid foods such as bakery fillings, can- 
ned sauces and gravies. No tendency 
_to set to a gel, excellent shelf-life of 
‘canned foods, no liquid Separation. 


47, PURITY WNA , . . . . . ’ 1 ~-Shear resistant starch for use in moyon- 
naise type salad dressings. 
48. COLILO 67 ss . . . ' . ‘ 7 —Freeze-thaw and shelf-life stability 


of canned products, stable in acid 
foods. Application in frozen pie, gra- 
vies, soups and sauces. 


49, CRISPFILM -: . . . . . ° . 2 --Modified food starch used to improve 
crispness after frying of extruded 
potatoes, meat and vegetable pro- 
ducts, Ojil-pick-up is less and uni- 
form coloring or browning during 
frying is obtained. 


50. CRYSTAL GUM . . * . . . > 2 —Modified Tapioca Starch to replace 
; Gum Arabic in pen coating and hard 
gum formulations. 


51, INSTANT CLEARJEL . e8 . . . 4 —Progelatinised starch particularly suited 
2 for frozen food where cooking is not 

preferred. 
52, MELOJEL ° . . * . ° ° 6 —Food grade refined corn starch with 


application in bakery products, dry mi- 
xes, and as a moulding starch additive. 


—Very stable food grade starch products 
for high shear, high temperature pro- 
ducts and exceptional freeser storage 
stability. Application in canned pud- 

: dings. 
54, PURITY 270 - : . ‘ . . ‘ . 2 —Designed for spoonable salad dressings 
: behead short cuttable texture is 

lesire 


, Designed for salad dressings produced 
in the advanced continuous processing 
equipment. 


—Very -stable modified starch designed 
for higher pH and low shear systems. 
Application in Canned, retorted high 
PH systems such as gravies, stews, 
soups etc. aswell as in acid foods such 
as fruit pie fillings, tarts etc. 


. 
. 
e 
. 
* 
. 
e 
° 

—_ 


53, PARBELO 


. 
. 
. 
. 
. 

N 


55. PURITY 420 


. 
. 
e 
. 
° 
. 

—_ 


56. PURITY W 
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57. TEXTAID - . . . . , . . . 1 —Designed to replace the natural pul- 
piness of tomatoes and fruit which is 
lost in high temperature processing. 


58. INSTANT TEXTAID] * * by : . . 1 —Readily dispersible in cold systems. 
Designed for products which will be 
heated only slightly or not at all such 
as beverages, limitation bakers jellies. 


59. .BIOSORE + . . ° . . . ° . 1 —A chemically inhibited starch, which 
retains its free flowing nature 
after auto claving and is assimilated 
by the body-used as surigical dressing 
powder. 

60. DRYELO - . ‘ " . : . : 7 4 —Hydrophobic free flowing starch used 
as offset powder in printing and flow 
control agent in various products such 
as coSmetic powders, lubricating 
agent, food dusting etc. 


61. FLOC ATD so ee . . . . . 3 —Cationic floceulent for potable water 
treatment. 

62. FOUNDRY DEX =: . . ° . . ° 2 -—Core binder for foundry moulds. 

63. NADEX ‘ . . . . . . er. ag —For formulated adhesives, sizing, 


coating, extenders for dye standardi- 
sation, suspensation agents for deter- 
gents etc. 


64, .PAN«X-TROL - . . ° ° ° . . i —A chemically modified starch used as 
a green / sand expansion control agent 
to prevent molding defects in the foun- 
dry industry. 


65. VULCA - . ° . . ° . . ‘ 6 —A series of chemically inhibited starches 
which retain their granular nature 
under heat, and used for dusting 
powders (tale replacement). 


66. HYDCSJAL . . . . . . * Saat —Pregelatinised starch which helps to 
overcome adverse drilling conditions, 
caving formations drilling into pro- 
ducing zones and for improving ordi- 
nary oil drilling operations in deep or 
shallow walls. Agriculture — texi- 
cant binder, sticker for agricultural 
sprays—as general purpose thickener. 





CONFIDENTIAL 
APPENDIX 
Economics of the Project 


. M/s, Anil Starch have submitted project Profit & Loss Account and Balance Sheet for the first five years of work- 
ing. The likely financial position of the Joint Venture during these years is indicated as below.— 


(Rs./lakhs.) 





Ist Year 2nd Year 3rd Year 4th Year 5th Year 











Net Fixed Assets : . : . . 66:90 59+ 80 52-70 45°60 38+ 50 
Working Capital : 
Current Assets ’ ° . . . 13°51 17°69 21°89 26° 56 34°76 
Less Current Liabilities - . . . 1-50 2°00 2°50 3-00 4:00 
Working Capital ei ° . . . 12°01 15-69 19-39 23+ 56 30:76 
Total Capital Employed =: . . 78°91 75+49 72:09 69°16 69:26 
Finance by: ~ a 
Share Capital - . . . ‘ 30:00 30°00 30° 00 30:00 30°00 
Reserves & Surplus - . : ‘ . 5-41 12°49 15°09 18°16 22:26 
Loans ¢ : , . 7 . 43°50 33-00 27-00 21-00 17°00 


Total Capital Empleyed - . : . 78°91 75°49. 72°09 69° 16 69+ 26 











$5 


Profitability of the Joint Venture 


The Table below gives the expected cost of production, sales realisation and gross profits during the first five years 
as indicated by the applicant company. 


Cost of sales, Sales and Profits 
4 (Rs./Lakhs) 
eee 
Ist Year 2nd Year 3rd Year 4th Year Sth Year 
CT RE ner heen etry aan 


Production (tonne) < . . . - 4500 6000 7500 9000 12000 
Cost of Sales Material Consumed— 
Starch Slurry (Rs. 1600 per tonne) - ‘ 72:00 96°00 120-00 144-00 192-00 
Salaries & Wages - ° 7 . ° §+25 5°78 6° 36 7°00 7°70 
Chemicals (Imported) : . . a: 1:74 2°32 2°90 3+48 4°64 
Stores & Spares . . . . . 0° 63 9°83 1°03 1:25 1-66 
Power & Fuel . . . . . 3:87 5-43 6°79 8-15 10°86 
Repairs & Maintenance - . ‘ . 0:60 0:90 1°50 2°10 3:00 
Overheads (less Commission received) . 9°50 13:50 17°50 21°50 29: 50 
Depreciation - . . “ye . 7:10 7:10 7°10 7*10 7°10 
Total - 1-8 : . . 100: 69 131-86 163-18 194°58 © 256+46 
Sales ’ : ‘ : ‘ : 112-50 150-00 186: 50 225-00 300-00 


‘Gross Profits + * . . : bg 11°81 18°14 24:32 30° 42 43°54 
; sa So nner ne 
Gross Profits as percentage of : ‘ 
Sales : . : : : . : 10:50. 12-09 12°97 13-52 14-51 


Cost of Sales + . . : . * 11:73 13+76 14-90 _ 15°63 16-98 

Average Capital Employed . : . Fi. 23°50 32°96 43-08 62:91 
ee 

Equity/Debt Ratio : ‘ . we 1:1: 45 1:1°10 1: 0°90 1: 0-70 1:0-57 


rr te eh eer 


The percentage of Gross Profit on average capital employed is very high. Usually a return of 12 to 15 per cent 
average capital employed is allowed by the Government in fixation of prices. 


Basic of Projections 


In these calculations the applicant company. has-projected.the- realisation from sales on the assumption of an ave. 
rage price of Rs, 2,500 per tonne. The net realisations from exports are taken at Rs, 2,350 per tonne. In the projections 
of cost of production, the main material consumed, namely, Starch slurry, is assumed to be available at the cost of Rs. 
1600 per tonne. This in trun is based on the price of Maize at Rs. 900/- per tonne and other costs as indicated below. 


Cost of Starch Slurry 





Cost per tonne 
— (Rs.) 
1. Maize @ Rs. 900/- (Recovery 60%) > : . . . . . . . 1,500/- 
2. Labour . . ° . . . . . . . . . . . 55/- 
Total of Material & Labour + : ho aw : : so . : 1,555/- 
3. Other expenditure 
(a) Fuel and.Power Rs. 71 
(b) Stores, Spares & Repairs Rs. 45 
(c) Overhead, including depreciation, insurance, interest etc. 169/- 285/- 
4. TOTAL COST - : . ‘ : . z 7 7 . ‘ : 1,840/- 
5. Less : Not recovery of by-products . : . . . . . . . : 242/- 
6. NETCOSTOF'STARCH EQUITY + + + + + © + «© . 1,597/- 
ie. AROUND . $ * . . . . . 8 . . . 1,600/- 


The applicant Company has indicated that current world prices of speciality starches vary between Rs. 3,500 to 
4,400 per tonne. On the basis of the cost of production, which comes to around Rs. 2,150 per tonne, the applicant 
company thinks that it would not be difficult for it to export these products at a profit. ; 
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Net Inflow of Foreign Exchange 


j ‘The applicant company has also submitted a foreign exchange balance sheet indicating inflow of foreign exchange 
through exports of speciality starches and the outflow of foreign exchange in the shape of imported chemicals, commission 
on exports, engineering and technical fees and dividends to foreign collaborators. This information is presented in State- 
ment 3 in the Main Report. In these calculations the applicant company has assumed average sales realisation from exe 
ports at Rs. 3,000 per tonne out of which 10% is to be paid as commission and Rs. 350/- as ocean freight charges. The 
net realisation thus would be Rs, 2,350 per tonne. For the manufacture of speciality starches the company has indicated 
that two chemicals, namely, Betadi ethylaminceithy! and Epichlorlydrin will have to be imported. The quantities have 
been indicated at 30 tons and I ton respectively. These chemicals are expected to cost Rs. 4.64 lakhs per annum after 
reaching the Licensed capacity. For the first five years the Company has indicated the improts of these chemicals at 
Rs. 15-88 lakhs. based on its phased production programme. It will be observed from this Statement that a net inflow 
of foreign exchange to be tune of Rs. 62 lakhs on current account is expected to by the applicant company during the 
first five years. If capital transactions are also taken into account, the net inflow gets reduced to Rs 52 lakhs, 


Objections 


’ The two main objectors, namely, Matze Products and Laxmi Starch have raised doubts regarding the feasibility of 
experts of speciality starches as well as the foreign exchange outgo in acquiring the chemicals required for the manufacture 
of these starches. In respect of the first objection, the companies, have indicated that as the price of maize and tapioca 
starch in India is much higher than in the United States, due to high prices of maize, the minimum export price per tonne 
in India would be much higher than the USA price. Maize Products have also indicated that India is unable to export 
even plain processed starches without heavy government subsidies and hence export of speciality starch involving addi- 
tional utilisation of raw material and further processing seems to be unlikely. 


The applicant company has, in reply to these objections, indicated that, “the manufacturing cost of the India plant 
will compare favourably with the manufacturing cost of the subsidiaries of its collaborators because while the plant size 
will be similar, the cost of labour, technicians, administrators, etc. in India is much lower than the cost of similar personnel 
abroad.” The Company has also refuted the charge relating to high prices of Maize in India, indicating that as against 
the price of around Rs, 900/-per tonne of maize in India the equivalent American price is around Rs. 870/-per tonne. 
The Company has also stated that the diflerence between the Indian and international price of maize will be narrowing 
very fast in future indue ta higher yields expected in India with the use of more fertilisers. The Company has also pointed 
out that the countries like the U.K., Holland and Japan have to depend on imported maize and hence India will be in 
a favourable position to produce speciality starch based on maize starch. The company has further indicated that as 
the cost of maize will be approximately 50% of the current selling price of speciality starch even with the existing prices 
of maize, India will be able to export speciallity starch because in the manufacture of speciality starch the added value 
is much more than the added value in the manufacture of ordinary starch. 


Regarding the price of chemicals, Maize Products supplied to the Commission the copy of a letter from an import- 
ing firm indicating the price at which these chemicals could be obtained by that firm. This was approximately Rs. 37,000/ 
per tonne. On this basis, Maize Products worked out that the cost of importing the chemicals during the first five years 
of operation of the Joint Venture would be approximately Rs. 36 lakhs, as against Rs. 15 lakhs assumed by Anil Starch. 
Laxmi Starch also assumed the price of this chemical at Rs.37,000 per tonne and provided an inflow and outflow of 
foreign exchange as indicated below :— 


ee 


Inflow Rs, in Out flow Rs. in 
; lakhs lakhs 
ee 
Share Capital - . . . : . * 12-00 Plant & Machinery : ’ . 15-00 
Know-how & Engg. Fees - ‘ . 7:50 
Import of Chemicals - ‘ . 7 36°06 
Dividend Payments . se . 14°31 
Total bs. 4 sos . : ~ 12-00 Total - 7 : 7 3 ‘ "72-87, 


es re ee 


Excess of outflow over a period of five years Rs. 60-87 lakhs. 


Laxmi Starch further suggested that ‘‘this outflow is certain; the inflow on account of exports, however, is highly 
doubtful, if not impossible’. 


Regarding the feasibility of exports, the arguments given by the applicant company have already been indicated 
above. In respect of cost of chemicals to be imported, the applicant company has supplied the Commission a copy of a 
cable received by it from its collaborator indicating the price of this chemical to be US $ 60-00 per 100 pounds/CIF 
Bombay in May 1972 and the current price of $ 82-00 per 100 pounds/FAS New York. The Company has taken 
this (latest) price into account in the calculations relating to inflow and outflow of foreign exchange. Itis necessary 
to make that this quotation is from a producer of the chemical. 
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No. 2/10/72/-M (111) 
GOVERNMENT OF INDIA 
MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of an application under Section 22nd of the Monopolies & Restrictive Trade Prac- 
tices Act, 1969 
AND 


In the matter of proposal of M/s. Ani! Starch Products Limited for the manufacture of 
Speciality Starch Products. 


M/s. Anil Starch Products Limited (hereinafter referred to as “the applicant company)” made 
an application dated 28-9-1972 (received in this Department on 10-10-1972 under section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969 (hereiafter referred to as “‘the Act”) for establish- 
ment of a new undertaking for manufacture of 12,000 MT per annum of Speciality Starch Products 
in financial and technical collaboration with M/s. National Starch & Chemical Corporation of USA. 
The annual turnover on the basis of full capacity was estimated at Rs. 1.80 crores. 


Particulars of the phased manufacturing programme were as under:— 


M. T. Value (Rs. Lakhs) 
Ist Year 4,500 67.50 
2nd Year 6,000 90.00 
3nd Year 7,500 — 112.00 
4th Year 9,000 135.00 
5th Year 12,000 180.00 


The factory was to be located at Ahmedabad. . The estimated capital outlay of Rs. 68.60 lakhs 
was allocated as under:— 
Rs. Lakhs 


(i) Building 5.00 
(ii) Machinery 

(a) Imported—15.60 

(b) Indigenous—33.00 


(including Electrical installation & Erection charges) 48.60 





(iii) Know-how 3.00 
(iv) Technical & Engineering Fees 4.50 

(vy) Working Capital 7.50 
Total 68.60 

The cost of the project was proposed to be financed as follows:— 

Rs. lakhs 

(a); Share Capital , 30.00 

(b) Long term loans from financial institutions 30.50 
(c) Loans from Banks etc. 8.10 
Total 68.60 





It was proposed to float a new private limited company with a share capital of Rs. 30 lakhs 
of which 40% shares (Rs. 12 lakhs) would be subscribed by the Promoters—the applicant company 
another 40°% (Rs. 12 lakhs) by the foreign collaborators—NSSC of the USA and the balance 20%(Rs. 
6 lakhs) was proposed to be issued to friends and relatives of the Directors of the proposed company. 


2. ‘The subscribed and paid-up capital of the applicant company is Rs. 104.60 lakhs consist- 
ing of 99,600 Ordinary shares of Rs. 100/-each (Rs. 99.60 Jakhs) and 5,000 7% cumulative Preference 
shares of Rs. 100/- cach (Rs. 5.00 lakhs.) It belongs to Kasturbhai Lalbhai group of companies and 
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is registered under section 20 (a) (ii) of the Act. It has admitted interconnections with three other 
undertakings. The value of its assets (Rs. 5.28 crores) together with the value of assets of its inter- 
connected undertakings aggregate to Rs. 22.15 crores. It is engaged in the manufacture of Starch, 
Dextrose Monohydrate, Liquid Glucose Calcium Gluconate, Sulphuric Acid, Nitric Acid, Alumina 
. Ferric, Ammonia Alum, Enzymes-Grude Amylase, Gluco Amylase, Refined Amylase Powder, Pro- 
tease, Activated Carbon, Sodium Silicate, Anhydrous Dextrose, Forgings, Superphosphate, Sodium 
Silico Fluoride. 


3. The proposal was advertised by the applicant company in the “TIMES OF INDIA” 
dated 23-9-72 and in the “INDIAN TRADE JOURNAL” dated 25-10-1972: Objections were 
received from the interested parties. 


: 4. On the basis of the information available, the Central Government came to the conclu- 
sion that no order under section 21 (3) (a) of the Act could be made in this case without further 
enquiry. Accordingly in exercise of the power conferred by clause (b) of sub-section (3) of Section 
21 of the Act, the Central Government referred the proposal of the applicant company to the Mono- 
polies & Restrictive Trade Practices Commission (hereinafter referred to as “the Commission”) for 
further enquiry and report. : 


_ 5. In its report the Commission recommended approval of the proposal of the applicant 
company subject to certain conditions. A copy of the Commission’s Report dated 23-3-1974 was 
supplied to the applicant company and to such of the objectors who had disclosed their interest either 
before the Central Government or before the Commission as desired to have it. 


6. An opportunity of being heard in terms of section 29 of the Act was given to the applicant 
company and to all the objectors who had lodged theiriobjection to the Central Government or of 
the Commission during the enquiry. The represen.atives:of the applicant company were informed 
that the Commission’s recommendations relating to the creation of Foreign Dividend Reserve Fund 
for payment of dividends to the foreign shareholders would amount to the creation of a separate 
class of equity shares with different rights attached to them and that appeared to be against the provi- 
sions of the Companies Act. In reply the representatives of the applicant company also stated that 
such a condition was not acceptable to them. In regaid to the condition relating to export obligation 
of 40° as recommeaded by the Commission, they were informed that since the proposed item of 
manufacture was not open to large houses/foreign companies, it was necessary that the export obliga- 
tion should be the minimum of 60% if not more. Asa matter of fact, the various circumstances of 
the proposal would point towards ari export obligation of 75% o1 more. As regards the participation 
by the foreign collaborators in the equity capital of the proposed new company, they were informed 
that though the Commission had suggested equity participation to the extent of 40% the Central 
Govt. was normally averse to allow any equity participation by the foreigners except in priority 
sectors requiring sophisticated technology. The representatives of the applicant company expressed 
their inability to undertake export obligation of more than 40% or even to redace the foreign equity 
participation in the capital of the proposed new company below 40 per cent. The applicant company 
subsequently reiterated its views in writing. Aftei further consultation wich their collaborators, 
the applicant company. finally stated that it was not in a position either to reduce the qnantum of 
equity participation by foreign collaborators below 40 per ceat in the joint venture or to undertake 
an export obligation of more than 40%. 


The representatives of the objectors present at the hearing claimed that at present there was 
no demand for speciality starches in the country and that the technology was very much available 
in India. They contested the findings of the Commission regarding the development of Speciality 
Starches indigenously and stated that given a chance the speciality starches could be developed. in 
India in a period of about 8 to 12 months and not five years as stated by the Commission in its Report. 
The so-called 300 starches proposed to be manufactured by the applicant company were only “‘brand” 
names and there was no sophistication involved in their production. The Indian industry was com- 
petent enough to undertake thei1 manufacture provided there was a demand for such starches in India. 
They further reiterated that as the item of manufacture provided was not open to large houses/for- 
eign majority companies the applicatn company had to undertake an export obligation of minimum of 
60° to be eligible to enter this field. 


7. The proposal of the applicant company has been examined by the Central Government 
carefully in the light of the Report of the Commission and the submissions made by the applicant 
company and the objectors at the hearing. The Central Govt. has come to the following conclusion :— 


(i) Speciality starches are not of a high prority in the core sector of the country’s economy 
and are not necessary for meeting the requirements of defence or of home market as at 
present assessed. 


59 


(ii) It is not established that the Speciality starches proposed to be manufacuted by the 
applicant company would be required in oilwell drilling. , 


(iii) The policy of the Central Govt. has been to permit foreign equity participation only very 
selectively in fields of high priority and in areas requiring very sophisticated technology. 
As such there is no justification for permitting sizeable equity foreign participation in 
this field. The applicant company has expressed its unwillingness to bring down the 
quantum of equity participation by its collaborators below 40%. 


(iv) The item of manufacture 1s not open to large houses/foreign majority companies unless an 
export obligation of atleast 60° is undertaken. The applicant company has categorically 
expressed its unwillingness to undertake an export obligation above the level of 40%. 


(v) If the proposal of the applicant company is approved on the terms recommended by the 
Commission it will benefit the foreign multipational corporation far more than the 
country’s economy. 


(vi) The proposed project is likely to affect the consumers adversely. In view of its increased 
dominance, the applicant company may exrloit its position more effectively. It is likely 
to affect adversely other manufacturers particularly the small scale unts in Kerala using 
tapioca as their raw material. 


(vii) The proposal is based on maize as raw material which is also used as food for the people 
of the country. Unless substantial additionc! cultivation of maize is undertaken, speci- 
ally for industrial purposes, its availability for the starch industry will have to compete 
with its use as food for the people, ‘The applicant company has not disclosed any plan 
to undertake or encourage addittional production of maize for industrial purposes. It has 
also expressed its inability to use Tapioca instead of maize for manufacture of speciality 
starches on the grounds of unsuitability. 


(viii) According to the Council of Scientific and Industrial Research there is a good deal of 
competence for process development as well as for undertaking design and engineering | 
of the process developed in the country in regard to the starch industry. There is no uigent 
need to establish their manufactur of these type of starches as there is no felt demand. 
As and when demand for these starches arises the country has enough competence in 
process development, design and engineerring and application facilities to develop the 
same. 


In view of the foregoing considerations, the Central Government 1s satisfied that :t 1s not 


expedient in the public interest to accord approval to the proposal of the applicant company ana that 
it should be rejected. 


ORDER 


In exercise of its powers conferred to it under Section 22 (3) (c) of the Monopolies & Restric- 


tive Trade Practices Act, 1969, the Central Government hereby rejects the proposal of M/s. .Anil 
Starch Products Ltd. as contained in its application dated 28-9-1972 under Section 22 of the said 


Act. 


(Sd.) 
(ASHOK NATH) 


Deputy Secretary to the Government of India. 


New De.ur—t! 
9th January, 1976 
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Sani-Katta Salt Manufacturing Society near Karwar. The objectors and suppor- 
ters of the proposal also met the Chairman at Gokarna. These supporters and 
objectors were actually the farmers whose land had been acquired and who were 
presently growing paddy at the proposed site for Salt Works. 


0.05. The Commission also discussed this proposal with the Salt 
Commissioner at Delhi. 


0.06. The public hearing regarding this case was held on 17th and 18th 
June, 1975. Names of the pues who were present in the public hearing on 
these two dates are given in Annexure ‘B’ to the report, 





CHAPTER I 
APPLICANT COMPANY 


Historical Background 


1-01 Ballarpur Mills was incorporated as a public limited company in the year 1945 having 
its registered office at Ballarpur in the District of Chandanpur in the State of Maharashtra. Its Head 
Office is at Delhi, M/s. Shri Gopal Paper Mills Ltd, (Registered Office Calcutta) which is said to be 
oncof the oldest Paper Mills in the country and which was incorporated much earlier than the Ballarpur 
Paper Mills in the year 1936, was merged in Ballarpur Mills in the year 1969. Shri Gopal’s paper 
erred is at Yamunagar in the State of Haryana. Ballarpur Paper Mills started production in June, 
1953. 


; 1:02 Ballarpur Mills is registered under Section 20(a) of the Monopolies & Restrictive Trade 
Practices Act, 1969. It has.admitted inter-connection with 17 other undertakings. The value of its 
assets together with the value of the assets of the interconnected undertakings was Rs. 92-95 crores on 
the date of application i.e. 21st January, 1974. The names of the undertakings with whom inter- 
connection has been admitted and information about the value of the assets of the interconnected 
undertakings and Ballarpur Mills are given in Annexure‘C’. The applicant company has been shown 


asa company belonging to ‘‘Thaper Group”, in the Report of the Industrial Licensing Policy Enquiry 
Committee. 


Present Share Capital Structure 


1-03 The issued, subscribed and paid up capital of the company as on 30th June, 1974 was Rs. 
7:63 crores. The break up is given below. 


Share. Capital : 
Authorised Capital 


Rs. 
2,50,000 9-3 % Redeemable Cumulative Preference Shares of Rs. oe ‘each 2,50,00,000 
74,19,982 Ordinary Shares of Rs. 10/- each : . 7,41,99,820 





Rs. 9,91,99,820 
Issued Capital 





1,47,490 9:3% Redeemable Cumulative Preference shares of Rs. ie each + 1,47,49,000 
63,29,979 Ordinary Shares of Rs. 10/- each : ’ 6,32,99,790 
Rs. 7,80,48,790 — 
Subscribed Capital » 
1,47,490 9-3% Redeemable Cumulative Preference shares of Rs. 100/- each. 1,47,49,000 
61,52,160 Ordinary Shares of Rs. 10/- each, soak called Pe ‘ : . 6,15,21,600 
123 Fractional Coupons of Rs. 5/-each. - . : ' 615 
‘Rs. 7,62,71,215 
Less; 4,090 Ordinary Shares of Rs. 10/- each forfeited. : ‘ ’ 40,900 
Rs, 7,62,30,315 
Forfeited Shares (Amount paid up) - BOS i, Bo ' , _ 20,431 
Rs. 7,62,50,746 





— 
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Notes—Of the above : 


(a) 35,000 Ordinary Shares are allotted as fully paid up without payment being received 
in cash. 


(b) 22,87,630 Ordinary Shares are allotted as fully paid up by way of Bonus Shares capt- 
talised from Reserves. , 
Shareholding Pattern 


1:04 The pattern of the shareholding (equity shares) of the company as on the date of appli- 
cation was as below :— 





No. of shares Percentage 
(A) ScheduleBanks + - + «+ =< + 11,66,638 18-9 
(B) Non-residents - . : ae : . 20,535 3 
(C) Financial Institutions : 
Gi) UTI: ’ . : : . : 1,56,482 
(ii) LC.LCI. + , . . : . : 44,850 
2,01 ,332: 3°4 
(D) Insurance Companies : 
(i) LIC . : . , . : . 6,44,679 
(ii) Indian Re-insurance Corporation Ltd. . 20,718 
6,65,397 10-8 
(E) Thapar Group : . . , . . 19,12,281 31:1 
(F) Others - , ' . : . ' . ——-21,85,976 35+5 
61,52,159 100-00 
ale ip Note for the Advisory Committee dated 7th February, 1975, Department of Company 
airs. 


1:05 It would be observed from the above that largest ‘block’ of shares in the company is 
being held by Thaper Group of Companies, group directors, other directors and their relatives etc 
35-5% shares are said to have been held by ‘others’. The management of the company, as will be 
pie from subsequent discussion has, however, admitted that this company “is the core of Thapar. 

toup”’. ; 


Growth of the Company 


1-06 Ballarpur Mills started production in June, 1953 when its first paper machine having a 
capacity of 25 tonnes per day was commissioned. This was followed by a Pulp Mill of the same capa- 
city. By the year 1961-62, the Mill had started producing 13,000 tonnes of paper every year. The 
present installed capacity for paper is 69,000 tonnes per annum. This capacity has been achieved 
in a Span of about 22 years since commencement of production in the year 1953. In the year 1970, 
English Indian Clays Ltd. became a subsidiary of the Ballarpur Mills. This company manufactures 
clays for the ceramic and paper industries etc. Towards the end of 1971, work at Karwar for a 
Caustic Soda Plant of 100 tonnes per day capacity was started and has since been completed. A 
licence was given to the company for the manufacture of the following at itsKarwar plant :— 


1. CausticSod - . . : . ‘ . 33,000 tonnes per annum 
2. Liquid Chlorine ° s ° %:. . ° 16,500 9 -9 ” 
3. Hydrochloric Acid - : . * . 10,000 ” ” ” 


This plant was commissioned on 30th May, 1975. The company has informed that the Government 
of India has recently issued a letter of intent to this company for expansion of its capacity at Karwar 
from 33,000 tonnes to 49,500 tonnes per annum. The capital goods clearance for the expansion has 
also-bezn received. This programme is expected to be completed by mid 1977. 
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1-07 Jn Shree Gopal Division, the company is having Paper Mills, Caustic Soda Plant etc. 
The present capacity for paper production of this unit has been stated to be 42,500 tonnes per annum. 
The capacity of Caustic Soda Plant is 20 tonnes per day. In 1973-74, a coating plant of 20 tonnes 
capacity per day for the manufacture of Art Paper was set-up. §_ In the same year, a 80 tonnes per day 
capacity—Vanaspati Plant — was also installed. 


Existing lines of production 


1-08 The applicant company is engaged in the manufacture of Writing and Printing Paper, 
Craft and tissue paper, Exercise Books, fancy stationery items, Vanaspati, Tin cans, Caustic Soda 
Chlotine and Hydrochloric Acid. 

1:09 The existing Manufacturing Activities are organised under the following Divisions :— 

1. Shree Gopal Division 


(A) Paper, Pulp & Soda Sections : ; 
(a) Pulp and Paper (Including News Print)* 
(b) Caustic Soda 
(c) Liquid Chlorine 
(d) Hydrochloric Acid 
(B) Vanaspati Section : 
(a) Vanaspati’ 
(b) Tin Container 
2. Ballarpur Division 
(a) Pulp and Paper 
(b) Caustic Soda 
(c) Hydrochloric Acid 
3. Karwar Division 
(a) Caustic Soda 
(b) Liquid Chlorine 
(c) Hydrochloric Acid 
Management 
1:10 The Ballarpur Mills is being managed by a Board of Directors. The present directors 
of the company are as under :-— 
1. Shri L.M. Thapar, Chairman & Managing Director 
Shri M.M. Thapar, Director. 
Shri H.-P. Poddar. 
Shri R.B. Sohan Lal 
Shri S.M.R. Rao 
Shri C.P. Merchant 
Shri A.C. Bose. 
8. Shri Keshub Mahindra. 


NA WPYWH 


1-11 Itmay be stated that most ofthe Directors are associated with companies belonging to 
the ‘Thapar Group’. The day-to-day management of the different divisions is being looked after by 
the four Vice-Presidents. Each of the four Vice-Presidents is looking after one of the following Divi- 
sions :— 


1. Karwar Division. 

2. Shree Gopal & Ballarpur Division (Paper Division). 
3. News Print (N.U. at Himachal Pradesh). 

4. Overseas Projects. 





*An industrial licence granted to Shri Gopal Mills Ltd. for the setting up of a 200 tonnes per day News Print 
Mill in Himachal Pradesh was subsequently revalidated in the name of Ballarpur Mills. The report on annual accounts 
of the company for the year 1974 shows that the company’s application for import of capital goods has. been cleared by 


the Ministry of Industrial. Development, 
11—10 M of LIRCA/ND/79 
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; 1.12 Before closing the discussion about the activities of Ballarpur Mills, it would be interest- 
ing to mention about its achievements in the words of its own management published in a brochure 
entitled “The Ballarpur Saga”. The introductory portion of this publication reads as below:— 


“The range is wide. The activities diverse. The area of operations extensive: stretching from 
the sands of the South to Northern heights. With its headquarters at New Delhi, the 
Ballarpur Paper & Straw Board Mills Limited is recongnised today as one of the most 
forward looking of Indian Industrial Concerns. The core of the Thapar Group associated 
with my raid enterprises, it has established itself within a relatively few years as 
a pioneer in the development of backward areas and in pursuing efforts in fields new to 
India but which avant garde entiepreneurs the world over are striving avidly to explore”’. 


Expansion and other Programmes 
1:13. The Commission had asked the applicant company to furnish the details of the expansion 


proposals and their progress. The following table shows the expansion programme of the appli- 
cant company as furnished by it:— 


Position Regarding Installed Capacity and Proposed Expansion 





Installed capacity | Proposed expansion Likely final capacity 
(Tonnes per annum) (Tonnes per annum) 





Caustic Soda Karwar . ‘ 33,000 16,500 49,500 
Ballarpur ss: . 6,600 3,300 9,900 
Liquid Chlorine * Karwar . : 16,500 14,850&* 31,350 
Ballarpur ‘ os 8,910* 8,910 
Hydrochloric acid Karwar . : 10,000 ie 10,000 
Ballarpur ‘ 1,650 A 1,650 
Calcium Hydrochlorite + Karwar ’ ’ a os os 
Ballarpur- . 5,280 ‘ck _ 5,280 





Note:— This gives capacity applied for. The Government has, however, issued Letters of Intent for expansion of 
Caustic Soda only with the proviso that Chlorine utilisation scheme was to be submitted separately for issuing 
separate licence later on. This is normal procedure for this industry. 


Other New Ventures 


1:14 The other new ventures regarding expansion etc. under consideration and action by the 
company are— 


1. Manufacture of Sodium Tripolyphosphate. 
Acquisition of Ships. 

Take-over of Singach Salt Works (Saurashtra). 
Acquisition of shares in J.G. Glass. 


Application for increase of STPP capacity, from 10,000 tonnes to 24,000 tonnes per annum. 


wR YN 


1-15 The Salt Works at Singach, Saurashtra has been allowed to be acquired by Ballarpur 
Mills by Government Order dated 10th February, 1974. The sellers are in the process of completing 
further formalities in this regard. It is expected that Salt Works would be taken-over within a period 


of 4to 6 months. An advance payment of Rs. 37 lakhs has already been made towards the purchase 
price. 


Exports 7 ; 
1:16 Regarding Exports, the applicant company has stated as below:— 


_ “Gaining from experience and research, Ballarpur is able to improve continuously the quality 
of its paper and increase the number of varities produced and so enter the world market. As demand 
in the country has to be met first, it is not possible to export large quantities. Nevertheless, Ballarpur 
has contributed sub-stantially to India’s export promotion efforts. Since the early sixties it has been 
selling paper and stationery overseas — to Afganistan, Iran, Mauritius, Middle East, East Africa and 
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Far East. Its exports reached an all time high in 1971-Rs. 10-4 million— when the Chemicals & 
Allied Products Export Promotion Council awarded the company its certificate of Export Recog- 
nition Trophy for Outstanding Export Performance. The Government of India has also 
accorded its recognition to the company as an Export House for Paper and Paper products”. 


1-17 -The company’s exports during the years 1972-73 and 1973-74 stood at Rs. 29-05 lakhs 
and Rs. 71-63 lakhs respectively. 


Growth of Technical Inputs like R & D Quality Control etc. 


1-18 Ballarpur Mills has claimed.that “the Research & development Division of Ballarpur 
has some of the best-equipped laboratories in the line and with excellent co-ordination with the factory 
Side, many processes developed in the laboratories are tried out eventually on plant scale. This has 
undoubtedly contributed greatly to the improvement in the quality of the paper produced and has 
also enabled the mills to use a variety of raw materials. The range of paper produced at the Shri 
Gopal Division is marketed generally under the brand name of ‘Sunlit’ and the paper produced at the 
Ballarpur Division under the name of ‘Three Aces’. The names have acquired an enviable reputation 
throughout the country and both ranges are coveted by all those who require quality papers”. 


1-19 “Research in the Ballarpur laboratories is partly respon-ible for the introducticn of 
hardwoods as raw material for paper making. Extensive studies have been made of their pulping and 
bleaching qualities and methods devised for the utilization of spent liquors. There is constant 
research going on in the laboratories to find out ways and means to improve texture and finish of 
paper as the proportion of hardwood in the raw materials used gradually increases. In Ballarpur 
today some 20 different species of hardwood are being used in. random mixture”. 


1:20 “Due largely to the efforts of the research division again, Ballarpur has been able to 
manufacture many varieties of paper previously imported, like T.D. Loaded Base Paper, Unbleached 
Absoybent Kraft, Overlay Paper, Twist Wrap, Black Centred Board for playing cards and Security 
Paper for cheque books. In India the raw materials for making paper are bamboo, hardwood, waste 
paper, grass, bagases, cotton waste and several varieties of straws and reeds”. 


1:21 “The Shree Gopal Division in Yamunanagar Utilizes every possible kind of raw ma- 
terial it can lay its hands on basically on account cf the efforts put in by R. & D. No where in the world 
does a paper mill use such a wide variety. Yet, ShriGopal produces some ofthe finest printing papers 
in the country, such as the offset paper. Onthe other hand, the Ballarpur Division has the distinction 
of being the first entirely bamboo based paper mill in the world. 


CHAPTER Ii 
THE PROPOSAL 


Proposed Products 


2:01 The Applicant companys proposal relates to the establishment of a new Works at 
Gokarna in the State of Karnataka for the manufacture of the following items :— 








Items Quantity (in metric Value (in Rupees) 

tonnes) 
1. Salt . . . ‘ . ‘ ’ . 7 ’ * 50,000 15,00,000 
2. Gypsum ‘ . . : : : . 7 . . 2,000 40,000 
3. Bitterns . . . ‘ . . . ‘ . . 40,000 1,20,000 





The three items proposed to be produced at the Gokarna Salt Works are claimed to be com- 
pletely different from each other, being different chemicals. 


Solar evaporation of sea water simultaneously produces :— 


Common Salt (Sodium Chloride) which has various end uses including human and animal 
consumption. Ballarpur Mills propose;to use it purely as raw material for production of 
caustic soda at its Karwar Plant. 


Gypsum :This is a by-product and is used as a retarder in the cement industry and in the manu- 
facture of Plaster of Paris. 


Bitterns: This if processed can yield Chemicals like magnesium and Potassium salts.. Acco- 
rding to the Salt Commissioner, at present most of the manufacturers are draining bitterns 
into the sea or throwing it out asa waste product. 


Phased Programme 


2:02 It was originally proposed to acquire 2120 acres of land at Gokarna for the manufac- 
ture of the above items. However, during the course of the public hearing the company’s represen- 
tatives stated that acquired land measuring 1849 acres had already been handed over to the company 
by the State Government and the company will have to confine its Salt Works to this area only as no 
more land will be given to the company by the State Government. 


The details of the land acquired by the Karnataka Government are as under:— 











Village Area acquired Higher level area Net area now 
deleted acquired 
A.G.A.* A.G.A.* A.G.A* 
1, Torke - . 7 . * ‘ . 41-19-4 28-28-4 12-31-0 
2. Hittalamakki . . . . . 312-28-4 23-32-4 288-36-0 
3. Morba - 7 . . ‘ 7 . 292-31-0 15-10-0 277-21-0. 
4. Madanageri : . ‘ 7 . 326- 3-2 52-39-2 273-4-0 
5. Hiregutti . . 7 . . 524-16-8 48-33-8 475-33-0 
6. Yemnemadi ° . ‘ . ° 171-26-0 20-25-0 151-1-0 
7. Balale - + * © + «© + 19-32-0 14-8-0 5-24-0 
8. - Middal agaizni . . . . . 364-2-0 a8 364-2-0 
2052-38-2 204-16-2 1848-22-0 
*A—ACRES 
G—GUNTAS 
A~-ANNE 


Source: Note on Acquisition of lands by Karnataka State Government. 
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2:03 Ballarpur Mills have submitted the following phased programme for the project: — 


Annual Turnover 


Year Line of Production = ————————______________-_—_—_- 
Quantity Tonnage Value at Rs. 30 per 
(in M.Tonnes) tonne (in Rs.) 
Rs. 
First Year . , . Salt 6,000 1,80,000 
Second Year ° , y . . . ‘ 15,000 4,50,000 
Third Year + * +  * * 8 : 25,000 ; 7,50,000 
Fourth Year + . . . . . . 40,000 12,00,000 
Fifth Year * * * «© «# «+ « 50,000 15,00,000 
First Year . . . g . * Gypsum Nil. Nil, 
Second Year> 9° * © + + 5 : Nil. Nil. 
Third Year < * . . 7 ° . ; 1,000 20,000 
Fourth Year - . . . * 8 . 1,500 30,000 @Rs 20/- 
Fifth Year - . 7 . . . . 2,000 40,000 
Fourth Year - . . . . . * Bitterns 30,000 90,000 
Fifth Year . 7 . : : i 40,000 1,20,000. 


Development of Salt Works according to Ballarpur Mills requires a minimum period of 5 years. 
It has stated that the Gokarna Salt Works has to be developed from scratch and due to the various 
legal and procedural hindrances, commencement of work has already been delayed by 3-4 years and 
it is likely to take 5-7 years more before full production can be achieved at an estimated level of 50,000 


tonnes per annum. The above programme has been drawn up by the Company in consultation with 
its Salt Consultants. 


Manufacturing Process 


2:04 The Applicant Company proposes to produce salt withthe latest methodology known 
as multiple irrigation method. According to the Salt Commissioner this is the most modern method 
adopted in the leading salt producing countries of the world. The cost of production is low and the 
salt obtained is of good quality, clean and crystal white. 


Scheme of Finance 


2:05 M/s. Ballarpur Mills while submitting its application for esablishment of salt works at 
Gokarne in the State of Karnataka, gave the following figures regarding the cost of the project :— 





(Rs in lakhs) 
{st Year 2nd Year 3rd Year Total 

Barth Work A ‘ ; F : 4.10 4.00 1.20 9.30 
Buildings 5 F : z ‘ 2.10 2.40 3.00 7.50 
Machinery : . . , : 0.75 3.75 2.50 7.00 
Miscellaneous Accessories ‘ ‘ ‘ 3.05 3.05 0.50 6.60 
Preliminary & Preoperative Expenses 0:80 0.80 0.30 2.40 
Land Cost - . : ‘ : 30.00 th Ses : 30.00 
Contingencies : é : : 7 1.20 1.00 1.00 3.20 

Total é , " ; : 42.00 15.00 9.00 66.00 


Source: Applicant Company. 
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At the time of public hearing it was pointed out that the cost of the project would increase due 
to inflation in the intervening period marginally by Rs. 4:3 lakhs and that this increase would be re- 
ferable to cost of plant and machinery and earthwork after set off of provisions for contingencies. 
The revised estimate of cost is given below :— 


Revised Estimates 


(in Rupees) 
i. Earth Work a ace ‘ ‘ ‘ : ‘ : ‘ 2 P ‘ : _ 13,47,000 
2. Buildings A ! . : : 3 : : ‘ 7 ‘ . : 9,50,000 
3. Machinery : ‘ ‘ F x : : i : z 4 : 3 se 13,08,000 
4. Miscellaneous : , : 3 F s z ‘ , : 5 ‘ - 1,79,000 

. 5. Preliminary & . : F ‘ 

Pre-operative Expenses . ; : ; ‘ i _ ‘ : : : 7 : 2,42,000 

6. Contingency ‘ : , . ri ‘ ‘ ‘ ‘i ‘ : é é Nil. 
a 40.26 





Say Rs. 40.3 lakhs 


It has been stated that the estimated cost of project including enhanced cost will be financed 
entirely out of the internal resources of the applicant company. 


2:06 Financial Position of the Company during the last 5 years was as under :-— 




















(Rs./lakhs) 
Capital Employed 1970 1971 1972 1973 1974 
Net Fixed Assets j 835.55 804.20 1,013.87 1,225.10 1,803 .52 
Working Capital ete 
Current Assets Fs , 4,368.41 1,622.37 1,875.05 2,189.30 2,218.24 
Less Current Liabliities 359.09 452.86 689 .39 739.25 975.95 
Working Capital. . 1.009.32 1,169.51 1,185.66 1,450.05 1,242.59 
Total Capital Employed . 1,844.87 1,973.71. 2,199.53 2,675.15. 3,046.11. 
Share Capital . . < $57.57 557.57 762.51 762.51 762.51 
Reserves & Surplus : 1,176.78 1,477.96 1,365.75 1,477.26 2,010.61 
Loans. r : : 444.37 424.39 668 .99 1,279.35 1,381 .91 
Total . ‘ - 2,178.72 2,459.92 2,797.25 3,519.12 4,155.03 
Less Investment Capital 
work-in-progress etc. . 333.85 486.21 597.72 843.97 1,108.92 
—_————— 
Capital Employed. 1,844.87 1,973.71 2,199.53 2,675.15 3,046.11 





Source: Applicant Company. 


Surplus 


2:07 After payment of taxes and dividend the following surplus was added to Reserves 
during the last four years : 











=e : Amount added (Rs. in lakhs) 
Cs i ae eee er ee a Ca ee ne 301: 18 
1 a i a i i a i ar Ca a 92°73 
HOTS) Sek MA ee eS gs RS a a Tc oe ee 111:51 
1974 ° « * . . ry . . . . . a . 533°35 
Pol Se... 9S. oe. ea. owe RR OE 1,038:77 


In addition to this amount, a sum of Rs. 653-12 lakhs charged as depreciation was also availa- 
ble for plough back. It was pointed out at the time of hearing that surplus to be ploughed back for 
1975 would exceed Rs. 9 crores. 
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.__,-, Equity/Debt Ratio of the company during the last four years ranged between 1:0-21 tol : 0.57, 
which is within the reasonable limits of 1:2. These ratios show that.there is enough cushion for 
more borrowings. 


Import of Capital Goods 


2:08 The Applicant Company has no proposal to import any machinery. _It is understood 
that all machineries are available indigenously. 


Employment Potential 


2:09 The Applicant Company has submitted that Salt production is a seasonal industry and 
production would be undertaken only during the period other than the monsoon season, which has 
a duration of about seven months. The number of persons employed during the production period 
would be around 400. In addition, there would be about 60 permanent employees looking after the 
salt works. It was stated at the time of public hearing that to ensure availability of expirienced labour 
the Company may also have to pay some retention wage to the seasonal employees. 


2:10  Ballarpur Mills have justified the project on the following grounds :— 


(i) By assuring continuous high grade salt supply to the caustic soda plant, the Company 
would be able to achieve production, supply and distribution of caustic soda by most 
efficient and economic means and in such volume and at prices as would best meet the 
requirements of the Defence of India, home and overseas markets. The plant is situated 
right next door to the deep water port of Karwar, which is proposed to be developed in 
the next few years. By having the plant on the west coast near adeep water port, the Com- 
pany would be able to export caustic soda at competitive prices. The biggest advantage 
which the Company and the country would have is that it would be able to earn foreign 
exchange by4apping the West Asian markets by reason of its close proximity to a sea 
coast and the fact that the freight cost would be much lower. 


(ii) The production, supply and distribution would be achieved by most efficient and eco- 
nomical means by reason of availability of salt which would affect the viability of the pro- 
ject and would make its products competitive which would not be so otherwise because 
of the distance from the consumer markets without any worthwhile means of communica- 
tion and transportation. 


(iii) The movement of entire requirements of salt from saurashtra by ship to Karwar 
would result inanenormous consumption of fuel oi! and diesel, particularly when the 
vessels will have to return on empty holds. At times it is difficult to obtain coastal shipp- 
ing and there is a marked reluctance of ship owners to ply their vessels for salt due to its 
corrosive nature and as such there is a lesser degree of dependance if the salt works are 
next door under the control of the company. Fo this reason also production of caustic 
soda can be achieved by the most efficient and economical means as would best and 
serve meet the requirements of defence of India and home and overseas markets. 


(iv) By reason of having the salt works at Gokarna, the trade in caustic soda can be organised 
in such a way that its efficiency is progressively increased, the company being in a position 
not only to compete effectively in the export market but also providing the consumers 
caustic soda at competitive prices by off-setting the high cost of production. But for the 
availability of this salt unit, the Company would not be able to ensure the best use and 
distribution of the industrial capacity set up for the manufacture of caustic soda at Karwar 
keeping in view its distinct locational disadvatages. The best use and distribution of men, 
materials and industrial capacity for caustic soda installed at Karwar can be achieved by 
having this salt unit particularly in view of the peculiar geographical situation of the 
caustic soda Plant and the climatic conditions in the region which would hamper 
movement of salt from any other place to Karwar during monsoon months. The 
transhipment of the total requirements of Salt from Saurashtra to Karwar would be costly 
and uneconomic and would throw the economy of the Caustic Soda plant completely out 
of gear; it would hamper dependa-flow of the basio raw material and would eat up preci- 
ous foreign exchange by way of consumption of fuel oil and diesel by ships at the same 
time pushing up the cost of manufacture of caustic soda enormously leading to 
wasteful expenditure of over Rs. 52 lakhs per annum on this count alone. 
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(v) By reason of peculiar situation of the cuastic soda plant the Company can effect expansion 
and improvement in trade of existing markets and would be able to open up new 
markets if it is assured of supply of salt at competitive prices and this can be best achiev- 
ed by having the Salt Works which would offset the higher cost of production by provid- 
ing salt locally at a cheaper price. 


(vi) It is necessary for the caustic soda plant to have a steady supply of a vital and basic 
raw material like salt at prices which would make the ultimate and product viz caustic 
soda reasonably competitive and this can best be achieved by having this salt unit with 
the Company. Moreover, quality control considerations are crucial to the manufacturing 
process of Caustic Soda. This becomes particularly necessary as there always would be a 
temptation for small salt manufacturers in the area to market their products locally within 
the State of Mysore without going through quality control measures and installation of 
expensive machines or removal of impurities as admittedly there is a short supply of slat 
whithin the State and it gets over 90% of its requirements from neighbouring States. By 
having Company’s own salt works the Company would be able to use the material 
resources of the community viz. the salt so as to best subserve the common good. 


(vii) The establishment of salt works as a complementary unit of caustic soda in the backward 
region of North Kanara District would also reduce disparities in development between 
different regions and more especially in relation to areas which have remained admittedly 
back-ward. There has been virtually no industrial development of North Kanara District 
and by having an economically viable cuastic soda plant in the area so that the development 
of the region can be assured. For this purposes, the salt works project is essential. Apart 
from anything else, they would bring within the State salt industry to meet the requirements 
at least of its industrial unit locally. . Salt works at.Gokarna was proposed and conceived 
right from the beginning by the State Government as an integral part of the caustic soda 
project at Karwar. The caustic soda plant is located in a notified backward area and has 
virtually no advantages other than the establishment of a salt works nearby to make the 
caustic soda plant economically viable. The location of a major captive source of raw 
material, namely, salt nearby was one of the prime consideration for its location at Karwar. 
Without the salt works, the caustic soda project would not be able to survive. If there is 
any other manufacturer of salt, he would not be-interested in maintaining a strict quality - 
control or steady supplies to the Caustic Soda plant as common salt of any quality can 
easily be marketed within the State in view of the fact that this State is importing a subs- 
recs part of its requirements from other States and has no indigenous source for meeting 
the same. 


CHAPTER In 


REACTIONS TO THE COMPANY’S PROPOSAL—OBJECTIONS AND SUPPORT 


3:01 The proposal of Ballarpur Mills has been objected to by the Chairman, Village Pancha- 
yat Torke & Gazani Rakshna Kriya Sami!i and Chairman, Village Panchayat, Hiregutti and Shri 
B.V. Naik, Member of Parliament on behalf of the peasants, whose lands have been acquired. 


3:02 The main points of objections are as under: 


1, 


The idea of the transfer of land was mooted ten years back when the land was barren and_ 
it was submerged under salt water. Now the land has been reclaimed by constructing 
solid embankments at a cost of Rs. 2 million by the Government of Karnataka. The land 


is very fertile for paddy cultivation and gives subsistence to approximately 1200 peasants 
and more. 


Ballarpur Mills should be made to acquire only the salt growing land instead of fertile 
paddy fields. 


The land under reference is at a distance of 30 miles from caustic soda plant. Nearabout 
at a distance of 2 miles or less, from these paddy lands are salt works which are century old 
and extend to about 1,000 acres (the reference is to Sanikatta Salt Works). 


The acquisition authorities have deliberately acquired land in Block ‘B’ and not in 
Block ‘A’ and this indicates that their action is malafide. 


More than 2,000 acres of land under water since last ten years are available in Karwar 
Taluka at Kadwad, Sunkeri, Siddarpur and Makkeri along the Kali River in and are 
within a radius of 7 to 10 miles from the factory site at Binga. 


The value of paddy grown in the area is more than that of salt proposed to be produced. 


Huge quantity of salt is available in Saurashtra, Maharashtra and Madras and as such no 
purpose will be served by granting licence to the Company. 


3:03 Although Village Panchayat, Torke, had originally opposed the proposal, its Chairman 
subsequently wrote to the Commission that on reconsideration, the Panchayat felt that the 
proposal of Ballarpur Mills would be, in the long run, beneficial to the publicin general and village in 
particular and therefore they would like to co-operate and assist the Company in finalising their 
proposal at the earliest. 


3:04 In response to the Notice for the Public Hearing, representations have been sent by 
Village Panchayat Gozani and Village Panchayat Torke/and Shri B.V. Naik, Member of Parliament. 
The objections mentioned in the letters of Shri Naik and Village Panchayat Gozani are almost identical 
and may be summarised below :— 


1. 


The salt works deny the fundamental right to property to the cultivators in the area and 
would amount to negation of the Directive Principles of State Policy, inasmuch as it would 
lead to common detriment and not benefit. 


The State Government of Karnataka has misused the powers vested in it under the Indust- 
ries Development Act. 


The salt works will produce salt whose value will be less than paddy grown at present on the 
land. 


Karnataka Industries Development Corporation, a State Public Sector Undertaking, who 
have obtained the licence for the caustic soda in the first instance are not justified in trans- 
ferring it to Ballarpur Mills. The proper course for them would have been to surrender 
the licence so that the present private monopoly firm would have approached de novo 
for a licence on a clean slate. 


At the time when the land proposed for the salt works was decided to be acquired for manu- 

facturing salt, it was unproductive and submerged under sea water. The conditions have 
changed since then. The Bundh constructed by the Karnataka Government has brought 
about material change during the period of past five years and therefore the conditions for 
the grant of licence for the manufacture of common salt are no longer operative. 
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The land in question was productive for centuries before the year 1950 and remained svb- 
merged under sea water for a period of two decades upto 1970. After two decades the 
Status qua ante has prevailed and the land has become productive. 


Keeping in view the constitutiona! guarantee of equality before the law, it should be ensured 
that industrial and agricultural interests do not clash and do not hurt each other. 


Ballarpur Mills have taken over the lands from Karnataka Indust:ial Development Cor- 
poration at a time when the State law on the ceiling on agricultural holdings was to become 
an Act and, thereby the purport and intent of this legislation was tried to be defeated. 
This, therefore amounts to conspiracy between the State Government and the licensee 
monopoly concern to hoodwink the cultivators in the Gokarna Salt Works area and cir- 
cumvent the law of the land. 


3-05 The Village Panchayat Torke has mentioned the following points in its letter of June 


2, 1975 : 
1. 


Bundh made by State Government was completed only three years back and prior to this 
for more than 25 years, no cultivation was possible inthisland. The landlords and tenants 
have, thus, learnt to live without any income from these lands. 


Even with the Bundh, only one crop in a year is possible in this area and this also is subject 
to vagaries of monsoon. 


Income from this one crop is not sufficient to sustain tenants and the landlords and there- 
fore in the Committee’s view there cannot be any economic progress in this area without 
industrialisation. If people are'to depend upon income from agriculture only, they will 
continue to live a hand-mouth existence as they have been doing all these years. 


The machinery for acquiring the land has already been set in motion and the land has 
already been transferred to the Karnataka Industrial Development Corporation who have 
handed over the possession of the same to the Ballarpur Mills in January, 1973. Only 
the question of payment of compensation remains to be settled and the Commission 
should use its good offices to impress upon the State Government for immediate 
payment of adequate compensation and the grant of alternate lands to those whose lands 
have been acquired. : 


The Ballarpur Mills should absorb most of the able-bodied educated people of this area 
in its caustic soda plant. 


North Kanara District in general and the affected coastal area in particular has always 


been a backward area and has not attracted industrialists in the past. Ballarpur Mills | 
having come forward to set up their industry against various odds should be assisted so 
that the backward area develops fast and takes its place amongst the most developed 
areas in the country. 


3:06 During the course of public hearing, Shri B.V. Naik, Member of Parliament, and Shr! 
P.S. Gaonkar, representative of Panchayat of Torke put forth their respective viewpoints for the consi- 
deratiun of the Commission. Nobody else attended the public hearing on behalf of Village Panchayat 
Torke and Gozani Rakshana Kriya Samiti. Main points mentioned by Shri Naik during the course 
of the public hearing which mainly relate to the matter pertaining to the acquisition of land and making 
it available to the Ballarpur Mills were as below :~— 


1, 


Two Departments of the Government of Karnataka were simultaneously working at cross 
purposes, i.e., while the Industries Department was taking action to acquire land for con- 
verting it into salt works, the P.W.D. Department of the same Government was construct- 
ing a bundh so that the land which has been acquired for salt production, could be used for 
agricultural purposes. 


The Mysore State Industrial Investment and Development Corporation was not justified 
in transferring to Ballarpur Mills its licence for the manfuacture of caustic soda. Similarly, 
the lands for the manufacture of salt for this caustic soda projects should not have been 
made available. The State Government was under no contractual obligation to provide 


such lands to Ballarpur Mills. 


North Kanara District is deficient in the matter of food and, therefore, it is not correct to 
aired a portion of the land which is used for agricultural purposes for the manufacture of 
Salt. 
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4. Only absentee landlords will benefit by this take-over. 


5. ‘Public purpose’ cannot mean depriving a man of his source of livelihood and acquirmg 
his land for making it available to a private concern for producing raw materials for its 
caustic soda project. - 


6. The annual value of crop raised in the land proposed for salt works is much mote than the 
value of salt that will be produced on it. 


7. The transfer of the project to Ballarpur Mills does not seem justified as it cannot be said 
that the State Government would not have been in a position to make available nearly 
Rs, 17-18 crores required for implementing this project. 


8. An opinion poll should be undertaken in the area where the lands proposed to be acquired 
are situated to find cut whether the residents of the area are in favour of making available 
the land for the purposes of salt production. : 


- 9. The proposal after sanction would lead to further concentration of economic power in-the 
hands of the house of Thapars. oo 


Shri Naik, in conclusion, prayed that the Company’s proposal should be rejected and the land should 
be allowed to continue with the persons who are presently using it for agriculiural purposes. 


3.07. Shri P.S. Gaonkar, representative of the Panchayat Torke, supported the Company’s 
proposal. Shri Gaonkar first gave some statistical details about the members of his Panchayat. Accor- 
ding to him the members of his ‘Panchayat owned 566 acres and 24 guntas of land in the total area of 
approximately 1849 acres acquired by the Government and given to Ballarpur Mills. The total number 
of members affected are 131 out of which 28.are owners and 103 tenants. Shri Gaonkar stated that 
earlier his pela opposed the takeover of Jand because they were not clear and sure about many 
matters such as:-— 


1. Whether the members whose lands will be acquired will be given any compensation; 
2. Whether the affected persons would be getting any alternative lands; and 
3. | Whether they will be getting any employment opportunities. | 


With the passage of time all these doubts have now disappeared.. The members whose lands are 
going to be acquired will not only be getting compensation but they will also be getting alternate land 
under the rehabilitation programme of the Government of Karnataka. The applicant Company has 
also promised to give preference to the local persons in the matter of employment in the salt works. 
With these assurances and considering the overall interest of the area as a whole, the members of 
Torke Panchayat felt that acquisition of their land for salt works will be in their interest. 


: 3.08, Mr. Gaonkar mentioned that in this area only a single crop can be grown and that gives 
the residents work for nearly 4 months ina year. Salt works, depending upon monsoon, will be in a 
position to give employment to them for a period of 7 to 8 months. The lands that are proposed to be 
acquired are not very fertile. According to Shri Gaonkar, these are only second class medium paddy 
growing lands on which the average yield of paddy comes to 10 quitals per acre. On this basis the 
average earning per family will hardly work out to Rs. 1 per day. As against this, the Company will 
be paying to its labour roughly @Rs. 5 per day for 7 months and even taking the whole year as a whole, 
the average earning per day will be much more. Shri Gaonkar also mentioned that for more than 20 
years from 1950 to 1971, the residents of the area have not been cultivating these lands as the lands 
were mostly under water or that salt water got mixed up with the river water and that made the culti- 
vation of these lands difficult. It is ony for the past two-three years that some cultivation is being done 
in these lands. Therefore, the residents have been living in this area without depending on these 
lands for their livelihood and if the same position with the additional benefits referred to earlier is 
restored, the position will not be worse. Shri Gaonkar also suggested that the Company should deve- 
lop the production of gypsum which is very essential for cement industry and which is presently in 
short supply. 


3.09 The Government of the State of Karnataka has very strongly supported the proposal 
the Ballarpur Mills. When the Chairman of the Commission had visited Karwar and the proposed 
site for the salt works, the State Director of Industries, Shri Saifulla had discussed the matter with 
the Chairman. According to him, the project for the manufacture of caustic soda and establishment 
of salt works at Gokarna was originally planned by the M.S.I.1.D.C. However, due to paucity of re- 
quired resources and technical personnel the idea was given up. The State Government then toyed 
with the idea of implementing this project in the joint sector with the help of some large industrial group 
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in order to get the requisite technical knowhow and the funds. Unfortunately this idea also did not 
materialise due {0 unwillingness of the private sector to enter into a joint venture. Ultimately the 
State Government decided to recommend this project for Ballarpur Mills with a view to promoting 
industrialisation in the backward district of Karwar. The two main difficulties in the implementation 
of the project were that there was no railhead at Karwar and the nearest railhead was 110 miles away. 
In order to attract Ballarpur Mills, the then Government of Mysore promissed to extend various 
facilities to the Company for establishment of a caustic soda/chlorine plant in North Kanara district 
and these facilities included land for salt pans so that cheap salt could be produced to compensate the 
- Company for the other high costs and to make their caustic soda competitive in price. 


3.10, Shri Saifulla further stated that the original cost of the project was estimated at Rs. 8 to 
10 crores but the actual cost had reached 15 crores due to the extra burden on transporting capital 
equipment and also for creating the necessary infrastructure for the project. If the Company was not 
given the facilities to manufacture salt at the nearby place like Gokarna, the whole project, according 
to the Director of Industries, was going to be absolutely uneconomical. The salt if brought from Sua- 
rashtra by sea route would cost about Rs. 140 to 160 per tonne at the factory while the salt produced 
at Gokarna will not cost more than Rs. 70-—-80 per tonne. This was one of the incentives which was 
promised by the State Government to the Ballarpur Mills to attract them to take up sucha huge 
project, costing Rs. 15 crores at such an isolated and backward place. 


3.11. It was pointed out by the Director of Industries that egally most of the land in question 
had already been acquired and transferred to Ballarpur Mills and the whole inquiry regarding the ad- 
visability of the transfer was a post-mortem. It was stated that the Stae Government and the Depart- 
ment of Industries were taking necessary measures to see that rehabilitation of the uprooted farmers 
was done in such a manner that farmers were not put to realloss. As regards the compensation, there 
were set rules for the compensation and the State Government would see it that the compensation 
was paid accordingly. As regards allegation about 20,000 families being displaced, it was pointed that 
the total population which lived on the acquired Jand was only, 5,558 and out of this 1969 persons 
were affected and out of this 1969 only 622 persons-had stood to lose all their land. It was claimed that 
the setting of the factory would ultimately result in helping the otherwise backward district and un- 
less the necessary facilities were extended to the Ballarpur Mills, no entrepreneur would be able to 
run this Rs. 15 crores project profitabily. It was/further pointed out that in case the compensation 
offered to the farmers was not acceptable to them, they could certainly have recourse to the District 
Courts and High Courts for necessary enhancement if due. The Director of Industries in short re- 
quested the Commission to approve the proposal in the larger interest of the economic development of 
the State of Karnataka and particularly of the Karwar District. 


3.12 At the Public Hearing the State Government of Karnataka, was represented by Shri 
P.S.S. Thomas, Deputy Secretary, Commerce and Industries Department, Government of Karnataka. 
He placed before the Commission the point of view of the State Government with extreme cogency, 
lucidity and fairness as below:— 


(1) The approach of the State Government in the matter of setting up of the caustic soda plant 
has been consistent with the goal of development of the backward areas of the State. As 
will be noticed from the correspondence made by the Then Chief Minister, Shri Veeran- 
dra Patil, the State Government had earlier decided to instal a 100 tonnes per day caustic 
soda/chlorine project itself. This was conceived of because of avilability of lands in the 
neighbourhood of the project where salt could be manufactured. In his letter dated the 
17th May, 1969, the Chief Minister had written to Dr. Triguna Sen, Union Minister for 
Petroleum & Chemicals, that the project had been decided to be located at Karwar where 
the salt works was being developed within close distance of the proposed factory location. 
However, since the project, subsequently, appeared to be highly capital intensive and 
as the resources of Mysore State Industrial and Investment and Development Corpora- 
tion were rather limited and the State Government had other priority schemes also, and 
as Ballarpur Mills agreed to take the entire responsibility for financing the project, the 
Government decided to allow Ballarpur Mills to implement this project. The resources of 
the State Government were limited and within those limited resources, the Government 
had to decide about the priorities. Hydro-electric project and irrigation project would 
definitely get higher priority for various reasons. Therefore, for project such as is before 
the Commission for consideration, the State Government thought it appropriate to leave 
it to a private entrepreneur. It was not a question of the State Government not being able 
to have funds of the magnitude of 17-18 crores. The question was one of the priorities. 


(2) The availability of land for the production of salt to make the caustic soda unit economically 
viable was absolutely necessary. Since the State Government could not itself undertake the 
project, it become necessary to acquire land and give it to the Ballarpur Mills who had 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 
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agreed to take up this project. Obviously, it would not have been possible for Ballarpur 
Mills to negotiate with different land owners for acquiring land for their salt project. The 
acquired land had been handed over to the Company for the sole purpose of making salt 
and not for using it for any other purposes. Before acquiring land, State Government has 
taken into consideration all aspects of the problem. 


The loss of paddy consequent to acquisition of land was going to be nominal and would 
not affect the overall availability of food-grains in the area. Besides, under the rehabili- 
tation scheme, which the State Government was considering for the persons who will 
be displaced, alternate lands would be provided for growing paddy. Mr. Thomas made it 
clear that it was not obligatory for the State Government to provide alternative lands for 
lands. acquired under Land Acquisition Act, but considering the popular sentiments in 
this region, the State Government had decided to considered making alternate lands avail- 
able. 


The persons whose lands have been taken over will not only take alternate lands but also 
get compensation. Normally, it was the practice of the State Government to provide free 
land under rehabilitation schemes. However, no final decision has been taken in this re- 
gard by the State Government so far, but perhaps the lands will be made available to the 
affected persons free of cost. 


Regarding different actions by two different departments of the Karnataka Government as 
mentioned by Shri Naik, it was explained that the matter relating to construction of bund 
was taken up much earlier to 1969 when the notification regarding acquisition of land was 
issued. The bund was, however, completed in\the year 1971 and, therefore, growing of 
agricultural crops was a subsequent. phenomenon. Construction of bund and acquisi- 
tion of land for purposes relating to industrialisation of the backward area of Karwar 
District could not be said to be two diametrically opposite sections from the side of the 
State Government, because the two decisions were taken, one after the other, after taking 
into consideration all the relevant circumstances at different points of time. 


On the question whether any other alternate lands can be made available to the Company 
for the proposed salt works, Mr. Thoms, drew the Commission’s attention to the Project 
Report which was got prepared by Mysore State Industrial Investment and Development 
Corporation Limited in the year 1969, This Report was prepared by Shri Gurunath, an 
Expert in salt manufacture. According to this Report, the only suitable land available 
for salt production was in Kumta Taluk. 


On the matter relating to acquisition of lands in ‘B’ Block and not in ‘A’ Block, Shri Thomas 
mentioned that there is no question of any malafide. The land in ‘A’ Block was already 
under cultivation when the question of acquiring land was considered by the State Govern- 
ment. At that time, land in Block ‘B’ was not being used for paddy cultivation as it used 
to get submerged under sea water. The notification regarding land acquisition was issued 
by the Government in December, 1968 and it was much after this date (in the year 197 1) 
that paddy was grown in this land. Only two or three crops were grown in this land before 
land was acquired and given to Ballarpur Mills. Thus, at the time of acquisition, the 
land which was left out, was a land where agricultural operations were being carried on 
and the land which was acquired was one which was unsuitable for agriculural purposes. 


On the matter of value of paddy vis-a-vis value of salt, Mr. Thomas pointed out that it 
would not be correct to measure the values in arithrhetical terms. The acquisition of land 
for manufacturing salt would lead to economic benefits in many ways and, therefore 
there can be no comparison between the value of paddy that will be lost becuase of use of 
land for salt production and the value of salt. However, even on ‘arithmetical’ basis, 
the value of salt was definitely going to be more than the value of paddy. According to 
Mr. Thomas’s estimates, the total area of land under cultivation out of 1849 acres acqu- 
ired by the Government would be approximately 1500 acres. It was a medium quality 
land and the average yield of paddy per acre was not likely to exceed 10 quintals. The 
levy price of paddy at present was Rs. 80 per quintal and on that basis the price of 15,000 
quintals of paddy would be approximately Rs. 12 lakhs. As against this, vzlue of salt 
produced would be Rs. 50 to 60 per metric tonne and cost of salt produced at the works 
would be Rs. 20 to Rs. 30 less. If the f.0.b. price is taken into account on the basis of price 
charged by Sanikatta Salt Works, f.o.b. price at the rate of Rs. 120 per metric tonne 
would be 60 lakhs. Apart from this, the multiplier effect of the salt works as a result of 
start of ancillary industries, down stream industries and catering industries would , be 
immense. 
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(9) Shri Thomas clarified that Mysore Industrial Investment and Development Corporation 
had not transferred its licence to Ballarpur Mills. The Ballarpur Mills had got a licence 
on the basis ofits own application. Of course, the project was recommended by Karnataka 
Government. 


(10) On the question of contractual obligation, Mr. Thomas pointed out that the caustic 
soda project and salt works were considred to be twin projects and the State Government 
was committed to provide land to Ballarpur Mills for the manufacture of salt. 


(11) On the question of absentee landlordship, Mr. Thomas’s view was that the presumption 
that large portions of land in this area were being held by absentee landlords was not 
correct. The State Government had offered advance compensation for acquisition of this 
land and only one person opted for such compensation. This indicated that there were 
no absentee landlords who were likely to be affected by the Land Ceiling Act of the 
Government otherwise all such persons would have preferred to take compensation from 
the Government immediately. : are bt cae oY 


3.13. Mr. Thomas summed up his statement by saying that the project was entrustea to Bal- 
larpur Mills taking into consideration all aspects of the matter. The project would definitely be in the 
interest of Karwar which was otherwise a backward area and no malafides or favouratism was 


involved in this matter. 


3.14 The Salt Commissioner, Jaipur, who is the licensing authority for starting salt works, 
had discussion with the Commission on the application by Ballarpur Mills. He also sent a written 
memorandum stating his views on the application. He was also present at the Public Hearing, Accor- 
ding to him, when properly developed, the salt works at Gokarna would yield 40,000 to 50,000 tonnes 
ofsalt. The salt works at Singach in Gujarat, which the Company was in the process of acquiring, 
was a developed salt works and its production in 1973 was 92,000 tonnes. According to him, the pro- 
duction from both the salt works, therefore, could be estimated at 1,50,000 tonnes. As against this, 
the estimated demand, according to the original proposal, was only 1,40,000 tonnes. The Salt Commis- 
sioner, therefore, stated that it should be made a condition that the salt poduction at Gokarna and 
Singach would be solely utilized for captive use by Ballarpur Mills in their down plants producing 
soda ash or caustic soda and would not be available for use in the country or export outside. The limi- 
ted capacity for transport particularly railway wagons had to be utilized for movement of salt pro- 
duced by other manufacturcrs. 


3.15 The other Ministries of the Government of India, had no objection to the proposal of 
Ballarpur Mills. According to the Ministry of Industrial Development, Ballarpur Mills could not be 
considered to be dominant in the production of salt but, according to it, the licence for the manufac- 
ture of salt should be given to the party only on the condition that the salt production at Gokarna would 
‘be for captive use in their own plant and should not be sold in the country or outside. The Depart- 
ment of Economic Affairs, Ministry of Finance, stated that the scheme of finance submitted by Bal- 
larpur Mills was acceptable to them subject to the condition that the shareholding with the promo- 
tors’ group should not exceed 40%. The Department of Banking, Ministry of Finance, suggested 
that Ballarpur Mills may be asked to have one or more Directors on its Board of Directors as nominee 
of the public financial institutions and it was pointed out that this condition was also suggested when 
Company’s earlier application for manufacture of sodium tripolyphosphate was considered. The 
Department of Company Affairs, Ministry of Law, in its note to the licensing committee regar- 
ding the proposal of Ballarpur Mills, had posed some questions. The first is whether Ballarpur Mills 
should not be asked to bear at least the part of the cost of rehabilitation of the people affected by the 
acquisition of land for its project. The second is relating to the claim made by Ballarpur Mills while 
sending a viability study on the caustic soda project to the Ministry of Petroleum and Chemicals. 
According to the Department of Company Affairs, Ballarpur have asserted. that there was already a 
salt works very near to the proposed site of the caustic soda project and that there were very good 
possibilities of increasing production of salt in this area. It had further stated that even if the full re- 
quirements of salt were not initially available from the areas in and around of the proposed site, it 
would be convenient to economically bring salt in coastal barges from the salt producing areas of Maha- 
rashtra and Saurahstra. The Department has also inquired asto how much of the benefit of the 
lower cost of production in the finished product would be passed on to the consumers. 


CHAPTER IV 
EXAMINATION OF THE PROJECT 


4.01 It would be pertinent to begin the analysis of the project by a brief reference to its his- 
tory because it throws light cn the relation of the salt works to the caustic soda project and alsc on 
the original conception of the caustic soda project vis-a-vis the salt works. The caustic soda project 
was ofiginally conceived by the Government of erstwhile State of Mysore (known at present as 
Karnataka) in 1967. The project, as envisaged by the State Government, consisted of a caustic soda 
plant at Karwar and’a-salt' works in the neighbourhood both within the District of North Kanara. 
The salt works was obviously proposed for meeting the requirements of the basic raw matcrial viz. 
salt for the caustic soda plant. Pursuant to the said decision a Company in the name and style of 
Canara Fertilisers and Chemicals Ltd. was formed. Subsequently the State Government, after dis- 
cussions with the Planning Commission, decided to implement the caustic soda project in the private 
sector. This decision stemmed from lack of availability of sufficient funds with the State Government 
and the suggestion to have the project in the private sector came from the Planning Commission to 
the State Government. The following extracts from the letter dated 17th May, 1969 addressed by the 
then Chief Minister of the State Government-of Mysore to Dr. Triguna sen, Minister for Petroleum 
& Chemicals, Mines & Metals, is self-explanatory: 


“You might have been aware that Mysore Government had decided sometime back to in” 
stall a 100 tons per day caustic soda/chlorine project more particularly for meeting the 
needs of the State Government itself. The project, after various feasibility studies, has 
been decided to be located at Karwar (Mysore). A salt works is being developed within 
close distance of the proposed factory location and electric power would be made availa- 
ble from the Sharavathi Hydro-Electric Project at reasonable rates. 


“Initially, the Mysore State Industrial Investment-and Development Corporation Ltd., had 
been chasing the licence for some considerable length of time with the Planning Commission 
and clerance, in principle, for the:project-has only recently been obtained with the proviso 
that MSIIDC associate a private entrepreneur for implementation of the Project. 


“In this connection, we have been in touch, for some time past, with several competent pri- 
vate sector entrepreneurs and, after considerable investigation, we have decided that 
Ballarpur Paper & Straw Board Mills Limited, Ballarpur (a Thapar Group organisa- 
tion) are best suited financially and organisationally to implement this project. 


“We have also given considerable thought to the possibility of the Mysore Government parti- 
cipating financially in the proposed caustic soda/chlorine plant but in so far as the project 
is highly capital intensive and in so far.as the resources of MSIIDC are rather limited and 
the State Government have other priority schemes as also in so far as the Ballarpur Paper& 
Straw Board Mills are prepared to take up the entire responsibility for financing this pro- 
ject, we are firmly of the opinion that a letter of intent may be issued directly to Ballar- 
pur Paper & Straw Board Mills Ltd., which will also expedite the implementation of this 
much required project.” 


Ballarpur Mills applied for the grant of industrial licence for setting up the caustic soda pro- 
ject in North Kanara District and it was granted this licence and allowed to take over the proposed 
caustic soda project. It tock steps to establish and commission the caustic soda plant for production 
of 33,000 tonnes per annum and the plant was commissioned only recently i.e. on 30th May, 1975. 


4.02 After the decision of the State Government to locate the caustic soda plant in private 
sector it was envisaged by the State Government that Canara Fertilisers and Chemicals Ltd. would 
undertake setting up of salt works and the same would be managed through the technical and adminis- 
trative executives to be nominated by Ballarpur Mills. The arrangement as accepted by Ballarpus 
Mills was on the following basis:— 


(a) That Canara Fertilisers & Chemicals Ltc., would undertake setting up of the salt works. 


(b) That the Government of Mysore would acquire land at Gokarna or any other site and that 
the land so acquired would be leased on a long term basis to Canara Fertilisers on an annual 
rental equivalent to the amount of interest at a modest rate on the State Government's 
investment on the acquisition of land. 
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(c) That loan capital would be obtained from financial instutitions to the maximum possible 
extent to meet the capital outlay of the salt works and the balance amount needed would 
be raised in the form of capital of Canara Fertilisers. 


(4) That the capital of Canara Fertilisers would be owned majority part by the State 
Government and minority part by Ballarpur Paper & Straw Board Mills Ltd. 


(ce) That Canara Fertilisers would manage the salt works through a technical and/or adminis- 
trative executive nominated by Ballarpur Paper & Straw Board Mills Ltd., 


(f) That salt produced by Canara Fertilisers would be sold to Ballarpur for their caustic 
soda/chlorine project at cost basis. : 


Even this arrangement, however, did not come about although Ballarpur Mills had accepted 
it, by its letter dated 26-3-1970. A copy of this letter is made at Annexure ‘D’ to the report. The 
Government of Mysore eventually decided that even the salt works would be owned and run by Ballar- 
pur and by its order dated 24-10-1970 communicated the decision to Ballarpur Mills. The relevant 
para of that letter, which is para 3, read as follows: ‘ 


“An area of about 2000 acres will be acquired for the salt project through the Mysore In- 
dustrial Area Development Board. 20% of the cost of acquisition will be paid by M/s 
Ballarpur Paper «nd Straw Board Mills Ltd. at the time of taking over of the site from the 
Mysore Industrial Area Development Board and the remaining in 10 annual instalments”. 


4-03 According to the orginal scheme the State Government, in the mean-time, had in 1968 
issued a Gazette Notification No. C. 132. FDB.-68-dated 13-12-68 for acquisition of approximately 
2,000 acres of land in Kumta and Ankola Tatukas for the,sctting up of salt works. On 2nd Feb, 1972 
Mysore Industrial Area Development Board entered into an agreement with Ballarpur Mills where- 
by the Board undertook to take all necessary steps to acquire the ownership and possession of land to 
make the sale and transfer in the manner contemplated free from encumbrances etc, and then to sell. 
to the company the said land. The recitals in the preamble to this agrecment are also quite explicit and 
read as follows: ; 


“WHEREAS the Government of Mysore is interested inthe Industrial Development of the 
State of Mysore and to this end had offered several facilities to attract outside entrepre- 
neurs to the State; 


“AND WHEREAS on the recommendation of the said State Government, the Company has 
been granted an Industrial Licence by the Government of India for the establishment of a 
new undertaking in North Kanara District, Mysore, for the manufacture of Caustic 
Soda, Liquid Chlorine, Hydrochloric Acid and related chemicals; 


“AND WHEREAS at the invitation of the State Government the Company has agreed to set 
up in a suitably phased manner a Caustic Soda/Chlorine-based chemical complex in Mysore 
inter alia on the condition that the State Government shall acquire for the Company’s 
Chemical Complex and Salt Project an area of about 2000 acres of suitable land through 
the Board; 


“AND WHEREAS vide Mysore Government Order CI 54 FMI 70 dated 24th October 1970, 
the Governor of Mysore was pleased to confirm that about 2000 acres of land would be 
acquired through the Board for the Salt Project of the Company; 20% of the cost of ac- 
quisition to be paid for by the Company at the time of taking over of the site from the 
Board, and the remaining in ten equated annual instalments; 


“WHEREAS the State Government by Gazette Notification No. CI 32 FDB 68 dated 13-12- 
1968 declared Torke, Hitlamakki, Morba, Madanagere, Balale, Hiregutti, Yennemade 
and Middle Gazni villages, Kumta and Ankola Tks. North Kanara Dist. as an Industrial 
Area in the State for the purposes of the Mysore Industrial Areas Development Act and 
whereas the Board to generally promote and assist in the rapid and orderly establishment. 
growth and development of Industries in the said Industrial Area, has decided to acquire 
about 2000 acres of land in this Industrial Area; 


“WHEREAS the Company has applied to the Mysore Industrial Areas Development 
Board to make available about 2000 acres of land more particularly described in the sche- 
dule hereto annexed and hereinafter referred to as the “SAID LAND” after acquisition 
under the provisions of the Mysore Industrial Areas Development Act 1966 (Mysore 
Act No. 18 of 1966) (hereinafter referred to as “THE SAID ACT”) for the purposes of 
establishing a Salt Project; 
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“WHEREAS the Board after being satisfied that the acquisition of the said land is needed 
for the purpose referred to above has consented to cause the provisions of the said Act 
being put in force in order to acquire the said land as part of an Industrial Area and make 
available the said land to the Company on the Company agreeing to the terms and condi- 
tions hereinafter appearing; 


“AND WHEREAS PURSUANT to the said Government Order, the Board will acquire about 
2000 acres of land, more particularly described in the Schedule hereto (hercinafter re- 
ferred to as “The Land”), and it is intended to record the terms of transfer of the same to 
the Company”. 


On completion of the acquisition proceedings, the Government of Karnataka actually acquired 
and handed over 1,849 acres of land to Ballarpur Mills on 5th January, 1974. 


__ 4:04 It is clear from the history of the caustic soda project and from the background against 
which the lands were transferred to Ballarpur Mills that from the very beginning salt works was identi- 
fied as an integral part of the caustic soda project even when it was to be started in the public sector 
and that when the caustic soda project was transferred to the private sector, the understanding was 
that there will be salt works in the neighbourhood of the caustic soda plant and the State Govern- 
ment had made a commitment to Ballarpur Mills that lands for the salt Works would be acquired for 
that. It was, so to speak an inducement for Ballarpur Mills to'set up their caustic soda plant in an 
industrially backward area like Karwar District. When a State Government is a party to such an 
arrangement, it is of little consequence that the arrangement is not in contractual form and is crystalised 
in 4 Government order. The fact of the understanding, however, cannot be questioned firstly be- 
cause of the specific Government. order dated 24-10-1970 and secondly because of the recitals in 
agreement dt. 2-2-1972 between Ballarpur Mills and Mysore Industrial Area Development Board. 
It has, therefore, to be accepted that the setting up of the salt works was a part of the package deal 
between the State Government and Ballarpur Mills and this package included not only the setting 
up of the caustic soda plant but also the setting up of the salt works nearby. 


4-04A It is necessary at this tage to refer to the viability study on the caustic soda project 
submitted by Ballarpur Mills to the Ministry of Petroleum and Chemicals. The Company had indica- 
ted that there was already a salt works very near to the proposed site producing about 12,000 to 
18,000 tonnes of salt per year and there were very good possiblities of increasing the production of 
salt in this area. It had gone on to assert that eyen if the full requirements of salt were not initially 
available in the areas in and around the proposed site, it would be quite convenient to economically 
bring salt in coastal barges from the salt producing areas along the coast of Maharashtra and Sua- 
rashtra. The Deptt. of Company Affairs hed drawn attention of the Licensing Committee to this asser- 
tion in the viability study. Analysis made by the Commission, however‘ clearly shows that the salt 
woiks already existing near the site of the plant viz., Saniketta Salt Works, was not capable of meeting 
any of the requirements of the caustic soda plant. The viability study on the other hand clearly refers 
to good possiblility of increasing the production of salt in the area i.e. in the new salt works to be 
started. It must also be noted that the reference to Saurashtra and Maharashtra salt is only in contin- 
gencies where the full requiremenis of salt were not intially available from the areas in and around the 
proposed site. Even after the Gokarna salt wo1tks has been fully established the full requirements of 
salt for the plant would not be available from it and Ballarpur will have to draw upon Saurashtra sour- 
ces for the balance of the requirements. Initially also i.e. till the Gokarna salt works reaches its full 
capacity, Ballarpur will have to rely on Suarashtra scurces. It cannot, therefore, be suggested that 
the averments made in the viability study are in any manner inconsistent with the claim now put 
forward on behalf of the Ballarpur Mills. There is, therefore, no ground for modifiying the conclusions 
atrived at in the earlier paragraph on this score. 


4-05 The next pcint to be examined is whether apart from the original conception and/or 
commitment made by the State Government, the salt works at Gokarna was essential for making the 
whole of the caustic soda plant of Ballarpur Mills economically viable. The cuastic soda plant is loca- 
ted at Karwar District on the West Coast of Karnataka and was approximately 160 Kms. from Hubli 
the nearest meterguage railhead 340 Kms. from Miraj, the nearest broad-guage 1ailhead and 4 Kms. 
from the Karwar port. Import of salt from Saurashtra would involve loading of salt on meter-guage 
wagons, then its transhipment at Viramgam to Broad Guage further transhipment to meter-guage 
at Miraj and unloading at Hubli. From Hubli salt would have to be transported by trucks to the fac- 
tory about 160 Kms. from the railhead. According to Ballarpur Mills the cost of salt delivered at 
Karwar by rail-cum-road from Saurashtra would be Rs. 200 per tonne as worked out below: 


13—10 M of LJ&CA/ND/79 
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Cost of salt including Cess & Bagging charge/tonne Ex-Salt Works - . . : 35.00 


Freight charges/tonne (by road) upto Moti Khavadi Calley station) . . 15-00 

Handling & Loading charges etc. per tonne 3-00 

Freight/tonne inclusive of transhipment charges of Rs, 7 per tonne at Viramgam & Miraj 

& Rs. 3.50 per tonne at each point from Moti Khavadi to Hubli ARY ae ‘ ~ 410-90 

Handling & loading charges at Hubli - . . : . 3:00 

Freight/tonne by road from Hubli to Karwar - . . . : : . . 32:00 
198-90 


Say Rs. 200.00. 


4:06 The other alternative was to bring salt from Saurashtra by sea route. The distance by 
sea, route between Saurashtra and karwar is 1050 Kms. For moving salt by sea it would have to be 
removed by trucks and trolleys to the jetty and then loaded by conveyors on barges. It is then to be 
transported to steamers which anchored approximately 10/12 Kms. in the sea from the jetty. It would 
then go to Karwar where the same operations will be repeated. According to Ballarpur, the cost of 
salt by sea route woula be Rs. 160 per tonne; the samc is worked out as below:— 


Cost per MT 
; . Rs. 
Salt price paid to M/s. Singach Salt Works . : . . . 26-00 
Transportation by ship ex-Singach to Karwar paid to M/s. Moghal Lines . 92-06 
Barges Freight paid to M/s. West Coast Handling & Stevedores - 10-10 
Discharging Salt from Barges at Jetty paid to M/s: West Coast Pesing & Stevedores 1°16 
Port Handling charges paid to Port Officer, Karwar . 1-01 
Transportation from Port to Site paid to Contractor Mr. P.R. Naik . . . 10-55 
Dredger charges paid to State Port authorities, Karwar — - . . : . 2°33 
Port overtime, Survey & Misc. expenses - ‘ : ; : . . . . 0-15 
Salt Handling Expenses (details enclosed) : : . "os * 12-49 
Transportation of salt by Copany’s trucks . * . . . 0:23 
Loss of Salt in handling tranpsort & Storage @ 1.5% iby Rs. 156.08) ‘ 2:34 
Administrative Overhead Expenses. @ 0.°5% (on Rs 158-42): . ‘ 0:79 
Provision for special levy imposed by State Port Trust w.e.f. 15-4-75 . ‘ 0:20 

159-41 


Say Rs. 160.00 per tonne 


The details of the salt handling expenses included in the amount of Rs. 160.are as under :— 


Interest . . . . . . . . . . . . . . 5*62 
Supervision . : : ‘ : ‘ 0+ 42 
Depreciation on installation at port etc. , . . : . 2: 54 
Operational electric power 0:24 
Repairs & Maintenance 1-27 
Security (watch & ward) 7 : : 0°39 
Tigar charges ° . . . . . . . . . ry e * 2: 01 
12°49 


As against these figures, the cost of production of salt at Gokarna is put at Rs. 55 pet tonne on 
the following basis: 


Cost of produce (weighted average) 23-25 
Transportation by truck to Karwar 20:00 
Loading, unloading and paca: 7°00 
cs and royalty 4°50 
54°75 a 


Say Rs. 55.00 per tonne 


According to these calculations even if the salt is brought by sea, it will cost Rs. 105 per tonne 
more than if it would be produced at Gokarna. The requirements of salt for production of caustic 
soda varies ftom factory to factory and, according to the report of the Tariff Commission dated 23rd 
August, 1967, the range of variation is between 1.70 to 2.31 tonne of salt for one tonne of caustic 


87 


soda. {t would, therefore, be safe to take the average of 2 tonne of salt for one tonne of caustic soda 
for estimating the probable consumption. The requirements of salt in the various plants of Ballarpur 
Mill currently are 70,000 tonnes for Karwar, 21,000 tonnes for Ballarpur and 14,000 tonne for Yamuna- 
nagar. When the additional capacities are installed, the requirements would be 1,05,000 tonnes at 
Karwar, 21,000 tonnes at Ballarpur and 14,000 tonnes at Yamunanagar. Ballarpur Mills are likely to 
get 90,000 to 1,00,000 tonnes of salt from Singach Salt Works in Saurashtra and the capacity cf Gokarna 
Salt Works is put at about 50,000 tonnes. If this quantity of salt is available for caustic soda plant at 
Karwar, it would pay Rs. 55 to Rs. 60 per tonne in place of Rs. 160 per tonne according to the cal- 
culation of Ballarpur. There would, therefore, be a saving of about 52.5 lakhs which otherwise it 
would have to pay for briging salt from Saurashtra. 


4.07 At this stage it is difficult to be precise about the calculations of the probable cost at 
Gokarna Salt Works. At one stage, in the discussions of the project, the Salt Commissioner felt that 
the estimate of cost of transport of salt from Saurashtra, given by Ballarpur Mills was on the high 
side. It was, however, pointed out or behalf of Ballarpur Mills thet because Karwar Port was an un- 
developed port and mote time was taken in clearing the salt from the ships there, the Indian coastal Con- 
ference had fixed freigth rates for cargoes destined for Karwar even higher than that for the cargoes 
destined for more distant places like Cochin and Calcutta. There can, however, be no gainsaying the 
fact that large economies will be secured by Ballarpur producing its own slat at Gokarna to the extent 
that it can produce its requirements and although saving may not be as high as 52 lakhs, it would be of 
substantial amount. We also do not think it advisable to refer to any rigid price standard as for 
example Rs. 75 per tonne of salt «ttributed to the Report of the Tariff Commision on Caustic Soda. 
As a matter of fact we find that the report of Tariff Commission dated 23rd August, 1967 scrupulously 
refrained from fixing any standard price of salt which could be linked with the standard price of caustic 
soda but that does not in any manner detract from the position that availabiity of salt in the neighbour- 


hood of caustic soda plant would result in considerable economies in the manufacture of caustic soda 
at Karwar. 


4-08  Ballarpur Mills have given calculations about the possible financial results, first on the 
assumption that salt will be available from Gokarna and secondly on the assumption that salt will not 
be available from Gokarna and will have to be brought from Saurashtra. The estimates of cost of pro- 
duction of caustic soda and the profitability statements on the basis of these assumptions are given in 
annexute ‘E’ to this report. On the first assumption, onthe production of 33,000 MTs of caustic, 
the estimated profit is Rs. 41.25 lakhs which works out to 2.4% on capital employed which is taken at 
17.1 crores. On the second assumption, on the same production i.e. 33,000. MTs there is a loss of Rs. 
11:2 lakhs. Once again these estimates are essentially estimates. Caustic Soda production has just 
begun and the salt works is still in the stage of blueprint. The calculations moreover are based on pro- 
duction of 33,000 tonnes of caustic soda. Ballarpur Mills has already been given a letter of intent for 
expanding the capacity to 49,500 tonnes. Under the recent policy of allowing manufacturing units 
to increase the production upto 25% of their sanctioned capacity, the production can be increased by 
another 12,500 tonnes. This would no doubt increase the profitability and reduce the risk of loss. 
There is also the possibility of effecting exports at higher prices than the price ruling in the local mar- 
kets. There is likelihood of commercial sales of by-products viz bitterns and gypsums. On the other 
hand, even when the saltworks produces according to its maximum capacity, it would not be able to 
give more than 50,000 tonnes and Ballarpur Mills will have to procure its further requirements from 
Saurashtra. The extent to which, therefore, the salt works at Gokarna would be able to contribute 
to the profitability of the caustic soda plant, would be limited to the difference between the price of 
50,000 tonnes of salt as brought from Saurashtra and the cost of prodution of 50,000 tonnes at Gokarna. 
Even making allowance for the margin of error in all these estimates, there is clearly some basis for the 
claim put forward by Ballarpur Mills that but for the salt works at Gokarna, the profitabiltiy and, 
therefore, the economic viability of the caustic sod a plant would be in jeopardy. The Tariff Commis- _ 
sion in its report referred to earlier, have allowed a return of 15% on the capital employed which had 
been taken as equivalent to the sum of the average net fixed assets and working capital assessed at 
five months cost of production excluding depreciation. According to the calculations. of Ballarpur 
Mills, even on the assumption that Gokarna salt is available to it, net return would be 2.4% As 
Stated earlier, even after making allowance for margin of error, the margin of profit even if salt is 
available from Gokarna, willbe far short-of reasonable margin provided for by the Tariff Commis- 
sion. It may be mentioned in passing that in the present context there is no question of passing any 
benefit from the saving of cost to the cosumer as is suggested by Department of Company Affairs. 
It is a question of just being able to keep on an even keel. It, therefore, seems to us that even from the 
point of view of economic viability of the caustic soda plant, regardless of other historical considera- 
tions, and the commitment made by the State Government, setting up of salt works in the neighbour- 
hood of the caustic soda plant was necessary to make the caustic soda plant economically feasible 
It is pertinent to point out that other established producers of caustic soda like Tata-Chemicals Limi- 
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ted, Dharangdhara Chemicals Works Ltd., Saurashtra~Chemicals Limited.‘ Mettur Chemicals Ltd.» 
Centruy Chemicals Limited have also their salt works which, no doubt, add to their profitability. 
In the case of Ballarpur Mills they have in addition to teckon with initial locational disadvantages 
because Karwar in an industrially backward District and it is, therefore. all the more reason that some 
neutralising of the disadvantages was made possible by economies in the price of basic raw material 
. by setting of the salt works. 


4.09 The next question is whether the salt works, if it was necessary as an ancillary to the 
caustic soda plant, should be situated at Gokarna and nowhere else, ‘in the surrounding areas, The 
objectors have referred to areas of land under water in Karwar Taluka, Talwa at Kadwad, Sunkeri, 
Siddarpur and Makke.i along the Kali river and are within a radius of 7 to 10 miles from the site of the 
Caustic soda plant. They have also teferred to the Sanekatta Salt Works which are very near the 
caustic soda plant. On the other hand the State Governmem and Ballarpur Mills both have relied on 
the Project Report for a major salt works at Gokarna submitted by Industrial Development Consortium, 
a firm of industrial and engineering consultants to Myscre State Industrial Investment and Develop- 
ment Corporation Ltd., Bangalore. This repcrt was submitted in February 1969 to M.S.I.LD.C. 
Ltd., which was a Mysore State Unde:taking. It was submitted at a time when Ballarpur Mills was 
not even granted licence to set up the caustic soda plant. It mdicated the site at Gokarnaas the only 
proper site fcr setting up of a salt works and it gave the following reasons for its recommendations :-— 


“There are very few locations along the coesi ling where a sizeable extent of flat land forming a 
single block is available for development of the salt industry, Small patches of about 50 to 100 acres 
are available in a few locations. The only place were there is a single block of over 3000 acres (of 
fairly even level clay land) is in Kumta Taluk.. This site is between Kimani in the South West, Madana- 
giri-Kumta Road in the East, Sanikatta in the North and Tadri Port in the West. The revenue parti- 
gulais of the area described here are furnished in Annexure-II. This site offers in two blocks of about 
1000 and 2,000 actes a contiguous area for the development of major salt works based on sea water 
as the main raw material. 


“This site offirs the following facilties for the development of a major salt works in Mysore 
Coast: 


(a) Situated very close to the Tadri Port to which the Salt Works aica is connected by a natural 
creek transport of the sal. by boats will be possible at economical cost. 


(b) The site has on its Eastern boundry a good black top road connecting Gokarna to Kumta 
This road will provide o access from the salt works to all important marketing centres 
requirings salt. 


(c) The site is within 30 miles frcm the location being considered fcr the setting up of a caustic 
soda factory. This will facilitate supply of salt required for the caustic soda industry 
from the new Salt Works at economical transport cost. : 


(d) A small size Salt Works has been functioning in Sanikatta for the past several decades 
Workers familiar with the piactices in Salt cultivation aie available nearby. 


(e) Electiic power lines and telephone service lines are already in existence quite close to the 
site. 


(f) Facilities to drain off storm wate: during the monsoon are available thiough the existing 
backwater cieeks and river Aganashini.” 


Apart from Sanniketta, therefore, there was no possible location suggested in the project report. 
Saniketta’s production was on a very small scale and was of quality which was only fit for human 
consumption and unfit for industrial use. The Chairman of the Commission had visited Saniketta 
Salt Works and it was found that the Saniketta Salt Manufacturing Society was manufacturing salt 
in 432 acres of land. Their production duiing the last four years ranged from 10,000 to 17,000 MTs. 
According to its own officeis their salt was inferior in quality and was not suitable for caustic soda . 
factory. They weie selling thei. salt in the Iccal market and did not have any surplus salt to sell 
to caustic soda factory even if the caustic soda factory was prepared to refine the salt manufactured 
by the Society. 
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4:10 Salt of very high standard of purity with the minimum of soluble impurities such as 
magnesium and the sulphates is requird for use as raw material in the electrolytic process fcr the manu- 
roc i of caustic soda. The requirements of salt for chemical industries as fixed by I.S.I. are given 
below :— . 


re 


Requirement for 


Gril Gr.I 


i 


Characteristic 


1. Sodium Chloride, percent by weight, Min. ° . . . . . ‘ . : 99-5 98°5 
2. Matter insoluble in water, percent by weight Max. : . . . . . : 0:05 0-2 
3. Matter soluble in water (other than sodium chloride) percent by weight max. - ‘a 1-3 
4, Calcium salts percent by weight Max. . . . . ‘ . . . . 0:03 0-2 
5, Magnesium salts percent by weight Max. - . . 2 . . . . ae 0:01 0-2 
6. Sulphates percent by weights Max. ° : . ° 7 . . . . . 0-2 0:5 


Iron compound parts per Million Max. ° ‘ 7 : : . . . : 10-0 


a RS TM 


It was not possible to secure such salt without proper capital equipment including washeries. 
This requires considerable capital equipmen: apart fiom the cost of land. There was no possibility of 
Saniketta ever being able to supply the needs of the caustic scda factory at Karwar. There had to be a 
search, therefore, for an appropriate site and according to the Project Report, Gokarna was the 
best and only possible site. Ultimately, as stated earlier, out of 3000 acres proposed in the project 
repcit, only 2,200 acres were earmarked and out of this 2200 aceres, only 1,849 acres were actually 
acquired and made available to Ballarpur Mills. In the circumstances Saniketta could not have met 
the needs of the caustic soda plant and the site at Gokarna was the only site suitabl: for setting up the 
salt works. 





4-11 It was suggested that circumstances which prevailed when Gokarna was recommended 
were quite different from circumstances which prevailed when Gokarna wes actually selected, because 
by the time it was selected paddy was grown on the lands which were now proposed to be converted 
into salt works. There ate two aspects of this issue. First is the issue whether Gokarna was the 
best available site and that issue has been discussed in the eailier paragraph. The second aspect is 
that, whether in view of the fact that some paddy has been grown in the lands reconsideration was 
necessary about the advisability of using the lands for salt works. It is not as if the Government of 
Mysore was in two minds and that on the one hand it was planning to utilise the lands at Gokarna for 
cultivation of paddy while on the other hand it was toying with the idea of using the land for salt 
works. The original idea was to make the land fit for cultivation of paddy and in furtherance of this 
idea the construction of the bund was started. From 1968 onwards, however, the idea of setting up 
a salt works as an ancillary to the caustic soda plant took germ. Although the bund was finished only 
in 1970 the idea of setting up the salt works was pursued and it was felt, as the representative of the 
State Government clarified, at the public hearing, that the bund would be useful also for the salt works 
and the cost thereof would be covered by the amount to be received from Ballarpur Mills to a 
certain extent. The question, therefore, that remains now is whether from a purely economic point 
of view the land would be better utilised by cultivation of paddy or by construction of salt works. 
It has been claimed by the objectors that the value of the paddy grown would be much higher than the 
value of the salt proposed to be produced. We are unable to accept this claim. The representative . 
cf the Torke Panchayat which at one time opposed the proposal but subsequently relented in its stand 
against the proposal, stated that the lands were essencally second class lands, that they were capable 
of producing only one crop a year, that zt the most 10 quintals of paddy per acre per annum could be 
produced, that about Rs. 260/- pe: acre had to be incurred as incidental expenses, and that this left 
a very small amount per acre with the family growing the crops. It was also pointed out by him that 
land had become cultivable only from 1970 and that 20 years before tha. the lands weie not at all culti- 
vable so that the people had not become used to expect livelihood from these lands.. The rcpresentat- 
ive of the State Government also pointed out that out of the total lands. acquired foi the salt works 
only 1500 acres were cultivable or actually cultivated, that maximum yield per acie we: 10 quintals 
per acre per annum, that levy price for paddy was Rs. 80 per quintal and that on that basis the tota! 
value of production would be about Rs. 12 lakhs pet annum. ‘The assessment made by the represent- 
ative of the State Government seems to us to be a realistic one and it would be safe in our view to 
assume that the value of paddy produced can be about Rs. 12 lakhs. Against this, on utilisation of 
full capacity the salt works was expected to’ produce 50,000 tonnes of salt. This would be worth 
Rs. 25 to 30 lakhs if only cost of production is taken into account. If the market price of edible salt 
(which is inferior in quality to industrial salt) prevailing in the area is taken into account the value 
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of the salt would be double, ic. Rs. 50 to 60 lakhs. If the alterntive price for having similar quantities 
from Saurashtra is taken into account the saving to the company. would be an additional Rs. 20 lakhs. 
There is also the prospect of sale of bye products like Gypsum and Bittuns. Even on a conservative 
estimate of the sale pice and quantities of these products, additional receipts of about Rs. 2 lakhs 
can be budgeted for. In other words, if the added value to the gross national product is taken into 
account, the contribution by the salt works would fai outweigh the contribution by paddy. Moreover, 
as pointed out by the. State Government representative it will not be correct to make what he called 
erithmetical comparisons of outputs. The creation of salt works is an integral part of an over all scheme 
of industrialisation of a backward area. The impact is to be measured by its effect on the main 
industry, i.e. caustic soda, and by the ancillary catering and down-stream industries which were expected 
to develop in course of time. Taking all these aspects into consideration from a purely economic point 
of view the use of the land for salt works in preference to its use for cultivation purposes was 
clearly calculated to b'ing about a more economic and efficient use of the scarce 1esources of the com-~ 
munity. 


4:12 We are not unmindful of the cost in terms of human hardship and suffering caused and 
which is likely to be caused further to the ownets of the lands which are acquired and particularly 
persons who till these lands. To a certain extent these stem from the acquisition proceedings; which 
strictly speaking fall outside our purview. It will be open to the displaced persons to agitate for 
highcr compensation if they find that the compensation granted was not adequate. We were assured 
by the representative of the State Government that as a speciz] case petsons deprived of thei: lands 
from this area were to be rehabilitated in neatly areas and most probably no cost of’ rehabilitation will 
be recovered from the displaced persons. There will be no need for Ballarpur Mills to conttibute 
io the cost of rehabilitation. We were also assured by the representatives of Ballarpur Mills that 
preference would be given by them for purposes of employment in the undertaking, whether in the 
seasonal cadre or in the permanent cadre, to the :displaced-persons and the members of their families. 
The representative of the Torke Panchayat claimed that as a result of the setting up of the salt works 
the per capita income of the persons displaced was bound to 1ise. But apart from monetary con- 
_ siderations there are sentimental reasons for which the persons are reluctant to leave the land tilled by 
them, and there is no doubt in our minds that the tillers of these lands were definitely sacrificing some- 
thing which cannot be adequately compensated in money. On the other hand the sacrifice would 
lead to amlioration of an industrially backward area and the community at large occupying that area 
today and in future was bound to benefit by their sacrifice. While appealing to them for making 
this sacrifice for the common good, we request both the State Government and the Ballarpur Mills 
to keep to their assurances and set up a machinery for effective implementation to the satisfaction of 
the persons displaced. 


4-13 Having taken the view that it was desirable to set’ up a ‘salt works at Gokarne it was 
necessary to gauge its impact on the salt industry in the country. Both the Salt Commissioner and the 
Department of Industrial Development were anxious to ensure that the production of salt by Ballarpur 
Mills, whether in the proposed sait works at Gokarna o1 at Singach, should be used as a raw material 
in their caustic soda plants and should not be sold to outside customers locally or for export. As a 
matter of fact, the Salt Commissioner himself can impose and’ does impose such condition before 
issuing licences to the new producers and there is no reason why such condition should not be imposed 
by him while issuing licence to M/s. Ballarpur Mills. At any rate, even before according permission 
under section 22(3)(b) the Government of India can impose this condition as an additional safeguard. 
On behalf of Ballarpur Mills it was pointed out that there was no danger of their being in surplus 
after meeting thei captive 1equirements. According to it the requirements of salt in 1975 were 70,000 
tonnes for Karwar, 21,000 tonnes for Ballarpur and 14,000 tonnes for Yamunanagar, and in the 
subsequent years the requirements would be 1,05,000 tonnes, 21,000 tonnes and 14,000 tonnes res- 
pectively. The Singach salt works is not likely to produce mere than 1 lakh tonnes while the Gokarna 
works when it reaches its maximum capacity would pioduce 50,000 tonnes. There. is possibility 
of wastage of about 7% in handling and this would make the total production of salt by Ballarpur 
Mills more or Jess equal to its captive requirements. It was also pointed out that Ballarpur Mills might 
be able to expand its production of caustic soda by 25% of its installed capacity in view of the revised 
goverament policy, and this in its turn wculd raise its demand for salt produced by its own salt works, 
Ordinarily therefore, according to Ballarpur Mills there was no possibility of any surplus remaining 
after meeting the requirements. The only possibility of accumulation cf surplus stocks was when due 
to: bottleneck in transport salt could not be transported and it had necessarily to be disposed of in 
such coniingencies the’permission of the Salt Commissioner was necessary beczuse without his per- 
mission the wagons would not be available. Be that as it may. In order to ensure that no part of the 
production of Ballarpur Mills has an adverse impact on the local market for salt o1 for that matter 
in the export market, it is necessary that a condition should be laid down that salt produced in its 
salt works will be used only for captive consumption and that any surplus that may remain would 
be disposed of in accordance with the directions of the Salt Commissioner.. 
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Scheme of Finance 


4.14 M/s. Ballarpur Mills proposes to meet the capital cost of salt works and the working 
capital out of its internal resources. The Department of Banking, Ministry of Finance has proposed 
that a nominee or two of the public financial institutions which have given loans to the concern should 
be represented on its Board of Directors. As far as the present proposal is concerned we do not see 
any warrant for imposing this condition. The debt equity ratio is very much in favour of Ballarpur 
Mills, There is considerable scope for borrowing additional funds. On the other hand, considerable 
amounts are ploughed back from the annual profits. In the immediately preceding year the sur- 
plus ploughed back was Rs. 5 crores. In the current year it is expected to be more. As against this 
loans from Central financial institutions as on the date of hearing amounted to Rs. 1.34 crores, while 
loan. from the State financial institutions was Rs. 46 lakhs. There was also an interest free loan 
of Rs. 1-19 crores under the Maharashtra Standing Package Scheme of Incentives for Industries. 
All this taken together were much less than the Company’s own resources. On the strength of the 
present proposal, therefore, we do not recommend any insistence on the applicant’s having a nomince 
or nominees of public financial institutions on their Board. 


4-15 The share of the promoters in the shareholding of Ballarpur Mill is 31%. It is well 
within the limit of 40°%/ indicated by the Department of Economic Affairs, Ministry of Finance. The 
Finance required for the project is very small being approximately 70 lakhs spread over a period of 
five years. The applicant company does not propose to raise any funds from outside sources. There 
is, therefore, no need for calling upon the promoters to part with any portion of their shareholdings. 


CHAPTER V 
CONCLUSIONS AND RECOMMENDATIONS 


5.01 We have analysed the project bearing in mind the submissions of the applicant, objectors 
the representatives of the State Government and the representatives of the Departments of the Govern- 
ment of India. Our conclusions on this analysis can be summarised as under:— 


(a) From the very beginning the salt works was identified as an integral part of the caustic 
soda project even when it was to be started in the public sector. 


(b) When the caustic soda project was transferred to the private sector, the understanding was 
that thete will be a salt works in the neighbourhood of the caustic soda plant and the 
State Government had made a commitment to Ballarpur Mills that lands for the salt 
works would be acquired for that. 


(c) Setting up of salt works in the neighbourhood of the caustic soda plant was necessary to 
make the caustic soda plant economically feasible or viable. 


(d) The site at Gokarna was the only site suitable for setting up the salt works. 


(e) The use of the land at Gokarna for salt works in preference to its use for cultivation pur- 
poses was clearly calculated to bring about a more economic and efficient use of the 
scarce resources of the community. 


(f) The State Government and Ballarpur Mills should set up machinery for the effective 
implementation of the following assurances to the displaced persons :— 


(i) The persons displaced from the lands acquired will be rehabilitated in alternative 
lands in areas as near the acquired lands as possible. 


(ii) In the matter of employment of peisons in the salt works, whether in the permanent 
cadre or in the seasonal cadte, preference will be given to the displaced persons and 
the members of their families. 


Ballarpur Mills should give an undertaking that if any surplus salt remains at any of its salt 
works after meeting its captive requirements, it will dispose of the surplus in accordance with the 
directions of the Salt Commissioner. 


5-02 We have to make our recommendations based on our findings summarised earlier. The 
recommendations have to be in accordance with the criteria laid down in section 28 of the MRTP 
Act. We must point out two basic limitations of our terms of reference: firstly the caustic soda 
project was already sanctioned by the Government and is in fact a fait accompli; we have to examine 
the possibility of salt works in the background of this fait accompli. Secondly the acquisition or land 
for the salt works was also a fait accompli. The grievances arising from the acquisition can be venti- 
lated in a. different forum. We have to confine ourselves to the proposed salt works and its justifia- 
bility under the criteria laid down in section 28. In the light of these criteria as applied to the findings 
arrived at by us earlier, we recommend the approval of the proposal under section 22(3)(c) of the 
MRTP Act. The creation of the salt works would achieve the production and supply of caustic soda 
and salt by most efficient and economical means. It will ensure the best use of the land aveilable 
at Gokarna and the industrial capacity at Karwar. It would enable the applicant to compete effect- 
ively in the existing local markets and in the opening of new markets both at home and abroad. It 
would regulate the control of material resources of the community viz. land to subserve the common 
good and it would help to reduce the disparities in development between different regions and more 
especially in relation to an area which has 1emained markedly beckward. As far as concentration of 
economic power is concerned, quantitatively there will be no increase in the concentration because 
Ballarpur is going to draw on its own internal resources. Qualitatively there will be a measure of verti- 
cal integration but it will not result in foreclosing of any existing market. A new market is created 
and the source of meeting that new market is created along with it. It is true that the existing sup- 
pliers of salt would be deprived of the additional market; but in the light of economic considsrations 
detailed in Chapter IV, both from the point of the applicant and from the point of view of commu- 
nity in general, the balance of advantage lies in favour of this vertical integration. In effect, there- 
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fore there is no detriment resulting. We accordingly recommend that the proposal made by Ballar- 
pur Mill should be approved. This approval should be subject to the condition that any surplus 
production of salt remaining after mecting.the captive requirements of caustic soda plant, should be 
disposed of only in accordance with the directions of the Salt Commissioner and that Ballarpur Mill 
and the State Government should set up machinery to ensurc that the displaced persons are rehabilit- 
ated in other alternative sites and in the matter of employment preference is given to the displaced 
persons and members of their families. 


(Sd/.) 
(JUSTICE J. L. NAIN) 
Chairman 


(Sd/.) 
(H.M. JHALA) 


New DELHI, Member 
30-6-75 


14—10 M of LJ & CA/ND/79 
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ANNEXURE A 


Monopolies and Restrictive Trade Practices Commission 
Names and Addresses of the Objectors & Supporters 


Objectors: 


1. Beeranna Nagappa Gowda, 
Armude, Torke P.O. 
Kumta Taluka N.K. District. 


2. Narayan Krishnappa Gowda, 
Madangeri P.O. 
Kumta Taluka-N.K. District. 


3. Ramchandra Liuganna Naik, 
Hittalmakki, Torke P.O. 


4. Timmappa Nagappa Harkantra, 
Hoskatta, Torke, P.O, 


5. Gopal Krishna Naik, 
Toreke P.O. 


6. Bente Huliappa Gowda, 
Devanna, Torke P.O. 


7. Venkatramana Krishna 


Goankar, Torke, P.O. 


B.V. Naik, 

Member of Parliament, 
32, Western Court, 
New Delhi. 


The Chairman, 

Village Panchayat, ; 
Gozani Rakshana Kriya Samiti, 
Post Hiregetti, Taluk Kumta, 
District North Kanara, 
Karnataka. 


Supporters 


1. 


Toe Chaiaman (Seri V.K. Gaonkar) 
Village Panchayat, Torke, 

P. O. Torke, 

Kumta Taluk, N. K. Distt. 


ANNEXURE B 


Monopolies and Restrictive Trade Practices Commission 
Name of the Persons who were Present at the Public Hearing 


The following persons attended the public hearing at 11,00 A.M. on 17-6-1975 in the case of M/s. Ballarpur 


paper and Straw Board Mills Limited :— 


Applicant Company: 


1. Dr. L.M. Singhvi, 
Senior Advocate. 


2. Shri Shailendra Sarup, 
Advocate. 


3. Shri S.N. Tandon, 
Vice President. 


4. Shri H.C. Dass, 
Constituted Attorney. 


5. Shri Avtar Rai, 
Assistant Manager. 


6. Shri M.M. Gurunath, 
Salt Expert. 


7. Shri K.I. Oomman, 
Asstt. Project Manager. 


Objectors: 
1, Shri B.V. Naik, M.P. 


2. Shri P.S. Gaonkar, 
Representative of Panchayat of Torke, 
District N. Kanara. 


Members of Public 
1. Shri G.K. Rajagopalan, 
Agent, 


M/s. Karamchand Thaper & Bros (P) Ltd. 


2. Shri D.V. Anand, 


M/s. Karamchand Thaper & Bros. (P) Ltd. 


3. Shri Anil P. Anand, 
Secretary, 
Jagatjit Cotton Textile Mills Limited, 
New Delhi. 


ia 


Goyernment Representatives 


Shri K.V.S. Murthi, 
Director, . 
Planning Commission, New Delhi. 


Shri P.S.S. Thomas, 

Deputy Secretary, 

Commerce & Industries Deptt., 
Govt. of Karnataka, 

Bangalore. 


Shri R. Ramanujam, 

Under Secretary, 

Ministry of Industrial Development, 
New Delhi. 


Shri K.L. Sahni, 
Salt Commissioner. 
Jaipur. 


Shri Viswanath, 
Reporter, 
United News of India. 


Shri S. Venkatachalam, 
Financial Express. 


Shri P.S. Anant Haraman, 
Econcmic Times. 
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ANNEXURE B — (contd.) 
M.R.T.P. Commission 


The following persons attending the public hearing in the case of M/s. Ballarpur and Straw Board Mills Limited 
which was continued on 18th June, 1975:-~ : 


Applicant Company 


1. 


Dr. L.M. Singhvi, 
Senior Advocate. 


Shri Shailendra Swarup, 
Advocate. 


Shri H.C. Das, 
Constituted Attorney. 


Shri S.N. Tandon, 
Vice President. 


Govt. Representatives 


1, 


Shri P.S.S. Thomas, 

Deputy Secretary, 

Commerce and Industries Department, 
Govt. of Karnataka, 

Bangalore. 


Shri K.L. Sahni, 
Salt Commissioner, 
Jaipur. 


Members of Public 


1. 


Shri K.K. Mehta, 
D-193, Defence Colony, 
New Delhi. 


Shri Vishwanath, 
Reporter, 
United News of India. 


ANNEXURE C 


Value of Assets of Interconnected Undertakings 





5. Shri K.J. Qomman, 
Assistant Project Manager. 
6. Shri Avtar Rai, 
Asstt. Manager. 
7. Shri M.M. Gurunath, 
Salt Expert. 
8. Shri N.A. Krishnan. 
Objectors 
1, Shri B.V. Naik, 
M. P. 
2. Shri P.S. Gaonkar. 
S.No. Name of the Undertakings 


English Indian Clays Limited 


Kulu Valley Development Co. Ltd. 
Karamchand Thapar & Bros. Pvt, Ltd. 
Indian City Properties Limited 

Jagatiit Cotton Textile Mills Ltd. 

Oriental Coal Company Limited 

United Colliaries Limited 

Bharat Starch & Chemicals Limited 
Deoria Sugar Mills Limited 

Karamchand Thapar & Bros. (Coal Sales) Limited 
Karainchand Thapar & Sons Limited 
Modern Agencies Limited 

New Seven Sugar & Gur Refining Co. Ltd. 
Shree Sitaram Sugar Co. Ltd. 


: Standard Refinery & Distillery Ltd. 


Tentulia Khas Collieries Limited 
Shree Sadul Textile Limited , 
Ballarpur Paper & Straw Board Mills Limited 


Total 


t 








Value of assets 
(Rs. in lakhs) 
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ANNEXURE D 


COPY 
March 26, 1970 


The Secretary to the Government of Mysore 
Commerce and Industries Department 
Vidhana Soudha 

Bangalore 

MYSORE. 


Dear Sir, 


Sus : Caustic Soda Project. 


We refer to the discussions which our Chariman, Shri L.M. Thapar and the undersigned had 
with you and the other officials of the Statc Government in regard to the various important issues re- 
quired to be settled as a pre-requisite for the setting up of the caustic chlorine plant. We thank you, 
the Director of Industries, the Chairman, Mysore State Electricity Board and the Chief Engineer, 
Public Works Department, for the kindness and courtesy extended to us and this letter will confirm 
our discussions with you all on the 20th and 21st March, 1970 in Bangalore. 


We pointed out that it was a condition of the Letter of Intent issued to us by the Government 
of India that we submit necessary proposals for the import of capital goods within a period of 6 months 
and while we were taking necessary steps to-submit within the specified period details of the equipment 
to be imported, we were extremely keen that the physical implementation of the project was taken 
up without any delay. In the circumstances we requested the State Government to settle as soon a 
possibe andinany case within the next few months the following issues :— 


(1) Supply of Electricity : 


We indicated that our requirements of power would be in the neighbourhood of 18000 KW 
and we would be utilising the energy at a load facto: of over 85% and a power factor of minimum 90 
per cent. We drew your attention to the fact that electric powers represented approximately 35% 
of the cost of production and consequently had to be treated as raw material for the manufacture of 
caustic soda and chlorine. We, therefore, requested that :— 


(a) A concessional power rate should be offered to us and while we would be willing to receive 
the power at 110 KWA we would like the Govt. to consider our request that the transfor- 
mers needed at the factory site for stepping down this power ate also installed by the Elec- 
tricity Board. 


(b) That the power rate settled as above should ove inclusive of all rates, duties, cesses and char- 
ges and should remain fixed for the first 15 years and not be subject to any revision. 


(c) That revisioi in the power rate after the initial period of [5 years should be at intervals of 5 
p Pp year 
years and should not exceeds 7} per cent of the rate prevalent for the previous 5 years. 


(2) Establishment of Salt Works : 


We were informed that the Government had issued a preliminary notification for 3500 acres of 
land in the Karwar area to be utilised for setting up of a salt works. Approximately 1000 acres of this 
land had since come under cultivation and would no longer be available at reasonable prices. The 
salt works, therefore, would have to start with remain limited to approximately 2200 acres of land. 
A copy of the project report prepared for the Mysore State Industrial Investment and Development 
Corporation Limited by Industrial Development Consortium of Bangalore for the establishment of 
salt works at Gokarna was handed over to us. It was expected that the salt works covering an area 
of 2200 acres would involve a capital outlay of approximately Rs. 80 lakhs which would be inclusive 
of the value of land. It was generally felt that the implementation of salt project should be on the 
under noted lines :—. 


(a) That Canara Fertilizers & Chemicals Ltd. would undertake setting up of the salt works. 


(b) That the Government of Mysore would acquire land at Gokarna or any other site and that 
the land so acquired would be leased on a Jong terms basis to Canara Fertilizers on an 
annual rental equivalent to the amount to interest at a modest rate on the State Govern- 
ment’s investment on the acquisition of the land. 
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(c) That loan capital would be obtained from financial institutions to the maximum possible 
extent to meet the capital outlay of the salt works and the balance amount needed would 
be raised in the form of capital of Canara Fertilizers. 


(d) That the capital of Canara Fertilizers would be owned majority part by the the State 
Government and minority part by Ballarpur Paper & Straw Board Mills Limited. 


(c) That Canara Feitilizers would manage the salt works through a technical and/or adminis- 
trative executive nominated by Ballarpur Pacer & Straw Board Mills Limited. 


(f) That salt produced by Canara Fertilizers would be sold to Ballarpur for their caustic 
chlorine project at cost plus basis. 


We understood to carefully study the project report prepared by Industrial Development Con- 
sortium and submit concrete proposa's for the consideration of the State Government generally 
based on the aforesaid broad princip!cs agreed upon during our meetings on 20th and 21st March. 


(3) Water Supply: 


We indicated our requirements of water at 1} lakh gallons per hour and various proposals for 
organising supply of water for the factory were considered. The Chief Engineer P.W.D. agreed to 
carry out an immediate on the spot study and submit his report as to the manncr in which water supply 
could be organised. 


(4) Selection of Site: 


Based on a join study carried out by Krebs.& Cie (India) Pvt. Ltd. and Industrial Development 
Consortium the location of the mill at a suitable site in-Karwar area was considered. It was decided 
that the selection of the exact site would depend upon the final arrangements decided upon by the State 
Government for supply water. It was agreed that the site proposed in the aforesaid joint study may 
have to be shifted a few miles depending upon the method and source of water supply ultimately de- 
cided upon. It was further decided that Ballarpur would send their represenatives to examine the 
Karwar area and taking all factors into consideration including the source and method of water supply 
decided upon the best site for the project. 


May we now request you to kindly consider our aforesaid requests favourably. As soon as the 
Chief Engineer, P.W.D. formulates his plan for water supply, we shall visit Bangalore once again for 
discussions with you all. We would once again like to point out that it is of utmost importance that 
decisions on these pre-requisites on the setting up ofthe plant aré taken as soon as possible to enable 
us to physically take up implementation of this scheme, 


Yours faithfully, 


For Ballarpur Paper & Straw Board Mills Ltd. 
for Karam Chand Thapar Bros. Private Ltd. 


(Sd/-) 


M.L. ZUTSHI 
MG. Agents. 


tv 
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ANNEXURE -—— E 


The Ballarpur paper & Straw Board Mills Ltd. (Karwar Division) 
PRODUCTION : 33,000 M.T. 


Estimated cost of Production of Caustic Soda Lye for the period July 1976 to June 1977 


Particulars 


Raw Materials 
Salt 
Lime 


Direct Conversion Expenses: 


Materials 

Caustic Soda - 
Sodium Carbonate - 
Barium Carbonate 
Hydrochloric Acid 
Mercury 

Graphite 


Services & Utilities: 
Water « 

Power ° 

Steam - . ‘ 
Wages & Salaries - 
Repairs & Maintenance 


Selling Expenses ° 


Indirect Conversion Expenses 


(a) Depreciation 
(by Insurance 

(c) Mills Overheads 
(d) H. O. Expenses 
(e) Interest 


COST OF PRODUCTION : 


Raw Materials 


Salt 
Lime 


Direct Conversion Expenses: 


A. Materials 
Cuastic Soda - 


Sodium Carbonate - 


Barium Carbonate 
Hydrochloric Acid 
Mercury : 
Graphite . 


B. Services @ Utilities 
Water 
Power 
Steam 


C. Wages & Salaries 


. 


. 


Unit 


MT 
KG . 


KG 
KG 
KG 
KG 
KG 
KG 


K.Litt. 
KWH 
MT 


MT 
KG 


KG 
KG 
KG 
KG 
KG 
KG 


K.Lit. 
KWH 
MT 


Input per 
tonne of 
NAOH 


19 

21 

19 

13 
0:35 
3°37 


110 


0°06 


1-9 
80 


19 

21 

19 

13 
0°35 
3:37 


110 
400 
0:06 


Rate per 
Unit Rs. 


76° 25 
0:30 


1-83 
1-30 
2:21 
0°10 
100-00 
38°00 


0-18 
0: 005 
46:00 


160: 00 
0: 30 


1°83 
1:30 
2°21 
0°10 
100: 00 
38-00 


0°18 
0-055 
46-00 


Cost per 
tonne Rs, 


144-88 
24°00 


34°77 
27:30 
41-99 
1:30 
35-00 
128-06 


19-80 
220: 00 
2°76 


81°82 
163-04 
19: 25 


435:91 
21°21 
6°06 
29°16 
90:91 


1599: 22 


304: 00 
24-00 


34:77 
27°30 
41°99 
1°30 
35:00 
128-06 


19-80 
220° 00 
2°76 
81-82 
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-ANNEXURE E --. (Contd.) 
The Ballarpur Paper & Straw Board Mills Ltd. (Karwar Division) 


PRODUCTION : 33,000 M.T. 


Estimated Cost of Production of Caustic Soda Lye for the period July 1976 to June 1977 








Particulars Unit Input per Rate per Cost per 

tonne of Unit Rs. Tonne Rs, 

NAOH 
D. Repairs & Maintenance + ‘ . ‘ 163-04 
E. Selling Expenses : . : : : 91-25 

3. Indirect Conversion Expenses . . 

(a) Depreciation - . . . . . 435-91 
(b) Insurance : . . : ‘ . 21-21 
(c) Mills overheads . . : . . 6:06 
(d) H.O. Expenses . . : . ‘ 29°16 
(e) Interest . . . . . . 90-91 
COST OF PRODUCTION ‘ ‘ Rs. 1758-34 


rere tg nt GA I 


Profitability Statement 


Statement A 


(50,000 tonnes of Salt from Gokarna and balance from Saurashtra). 


EE Te 


Cost of Production - . . ‘ ‘ ‘ . : . : ‘ . * Rs. 1600 P/tonne 
2. Selling Price . . . . . . . . . . . . « Rs. 125 P/tonne 

Capital Employed Crores 

(i) Investment on Plant and Machinery ‘ . . . 15-50 

(ii) Working Capital based on Tariff Commission Formula i.e. 5 

months cost of production after deleting depreciation amount 1°60 Rs. 17°10 Crores 

Profit on 33,000 tonnes production - : . : : . . : . . * Rs, 41,25,000 
Profit on Capital Employed . : . . : . . ° : . . 2°-4% 
Statement B 


(Without taking into account Salt from Gokarna) 











1. Cost of Production - : . : . . : . . . . ‘ . Rs. 1759 P/tonne 

2. Selling Price : . : "8 . . . : : ‘ . : Rs. 1725 P/tonne 

3. - Investment on Plant and Machinery (including Working capital) (5 months cost of production) Rs. 17.10 Crores 

4. Profit/Loss (per annum) ' . . : 4 , . . . . * — Rs. 11.22,000: (Loss) 
NOTE 


Thus it would be seen that the return on Capital Investments as per Tariff Formula is ony 2.4% as against 
18% normal return even when Gorkarna Salt Works is established. Without Gokarna Salt Works this Unit will show 
recurring loss and the Unit will never be viable. 
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No. 2/5/74-M_ (10D) 
GOVERNMENT OF INDIA 


~ MINISTRY OF LAW JUSTICE & COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 
SHASTRI BHAVAN, STH FLOOR, ‘A’ 


BEFORE THE CENTRAL GOVERNMENT 


x ice the matter of an application under section 22 of the Monopolies & Restrictive Trade Practices 
ct, 1969. 


AND 


In the matter of proposal of M/s. Ballarpur Industries Lid. for establishment of Salt Works 
at Gokarna in the State of Karnataka. 


M/s. Ballarpur Industries Ltd. (formerly Ballarpur Paper & Straw Board Mills Ltd.) (herein- 
after referred to as “the applicant Company”) made an application dated 21-1-1974 (received in this 
Deptt. on 1-2-1974) under section 22 of the Monopolies & Restrictive Trade Practices Act, 1969 (herein- 
after referred to as “The Act”) seeking approval of its proposal for establishment of a Salt Works at 
oan in the State of Karnataka for manufacture of the following items with a capacity noted against 
each :— 


Annual capacity 








(i) Salt : : . : ; : ; ‘ : . 50,000 MT 


(ii) Gypsum ‘ : F 4 : F ; F . _ 2,000 MT 


(iii) Bitterns ‘ ‘ : : ; 5 : : ‘ 40,000 MT 


; The cost of the project was estimated at Rs. 66 lakhs (Land—Rs. 30 lakhs, Earth work and build- 
ing—Rs. 16-80 lakhs, Machinery and miscellaneous goods—Rs. 13-60 lakhs, Contingencies and 
other expenditure—Rs. 5-60 lakhs). The project cost was proposed by the applicant Company to be 
met entirely from its internal resources. 


2. The applicant Company is registered under section 20(a) of the Act and belongs to Thapar 
group of companies. The issued and subscribed capital of the applicant company is Rs. 762-71 lakhs 
divided into 1,47,490—9-3° Redeemable Cumulative Prefernce shares of Rs. 100/- each (Rs. 147-94 
lakhs) 61,52,159 Ordinary shares of Rs. 10/- each (Rs. 615-22 lakhs) and 125 Fractional Coupons of 
Rs. 5/- each. It is interconnected with 17 other undertakings of the group. The value of its assets 
Se pee crores) together with the value of assets of the interconnected undertakings aggregate to 

s, 92-95 crores. 


3. The proposal was published by the applicant Company in the “Capital” dated 6-12-1973 
and “Amrit Bazar Patrika” dated 20-9-1973, Objections against the proposal were received from the 
Chairman, Village Panchay:t, Torke and Gozani Rakshana Kriya Samiti; Post Hiregutti and also 
from the Chairman, Village Panchayat, Hiregutti. The main grounds of their objections were that 
(a) the acquisition of land by the State Govt. for the proposed salt works would render a number of 
peasants landless; (b) there was already a Salt Works in the close vicinity of the Company’s Caustic 
Soda Plant; ana (c) huge quantity of Salt was available in Saurashtia, Maharashtra and Madras 
and as such no purpose would be served by granting licence to the Company for establishment of the 
proposed Salt Works at Gokarna. 


4. Onthe basis of information available, the Central Government came to the conclusion that 
no order under secticn 22(3)(a) of the Act could be made in this case without further enquiry by the 
MRTP Commission. Accordingly in exercise of the power conferred by clause (b) of sub-section (3) 
of section 22 cf the Act, the Central Government referred the proposal of the applicant Company 
to the MRTP Commission (hereinafter referred to as “the Commission’) for enquiry and report. 


5. In its report. the Commission recommended approval of the proposal of the appliart 
Company subject to certain conditions. A copy of the Commission’s Report dated 30-6-1975 was 
supplied to the applicant Company and to such of the objectors as had disclosed their interes. either 
before the Central Government or before the Commission and desired to have it. 
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6. An opportunity of being heard in terms of szc.ion 29 of the Act was given to the applicant. 
Company and to all the objectors who had lodged theit objection to the Central Government or to 
the Commission during the latter’s enquiry. Of the objectors invited to 2ttend the hearing, only Shri 
B.V. Naik, M.P. and representatives of Village Panchayat, Huegutte and Village Panchayat, Torke, 
attended the hearing. The village Panchayat Torke, which had initially objected to the proposal, 
changed its stand before the Commission and supported the applicant Company’s proposal. The other 
objectors did not avail of the opportunity to attend the hearing. 


: The representatives of the applicant Company conveyed their acceptance to the conditions 
in so far as these related to it as suggested by the Commission in its report. They further agreed that the 
shareholding of the Thapar Group which was about 47% including the beneficial holdings would 
be brought down to 40% as already agreed to by them in connection with their proposal for manu- 
facture of Sodium Tripolyphosphate. Shri B.V. Naik, one of the objectors present at the hearing, 
sought an adjournmert without ascribing any reasons but his request could not be acceded to as it 
would have caused considerable hardship and expense to all other persons who had already assembled 
for the hearing after having travelled long distances. He and the representatives of Village Panchayat, 
Hiregutte, did not make any other submissions on the proposal of the applicant Company though they 
continued to remain present et the hearing. The representative of the Village Panchayat, Torke, 
strongly supported the proposal. 


7, The applicant Company has been licensed to establish a Caustic Soda Plant at Karwar in 
the State of Karnataka for manufactuie of 49,500 tonnes per annum of Caustic Sode. The proposed 
establishment of a Salt Works nearby was intended to provide a source for steady supply of a vital 
and basic raw material, namely, salt. The_caustic soda project was originally conceived by the State 
Government of Karnitaka to be undeflaken by Canara Fertilizers and Chemicals Limited. Subse- 
quently, on account of lack of sufficient funds, the State Government decided to transfer the project 
to the applicant Company. From the very beginning, the Salt-Works was identified with and formed 
an integral part of the caustic soda project. When the project was handed over to the applicant Com- 
pany, the understanding was that there would be a Salt Works in the neighbourhood of the caustic soda 
plant and this was a sort of inducement to the applicant Company to put up this caustic soda plant 
in an industrially backward area. The State Government has already acquired over 1,840 acres of land 
and handed over the posseision thereof to the applicant, Company for establishment of the proposed 
Salt Works. By having its own steady source of quality salt, which is a basic and vital raw material 
for production of caustic soda, the applicant company would be able to make 1s project economically 
viable and feasible. The applicant Company has already established caustic soda unit's at Ballarpur 
and Yamuna Nagar. The present requirements. of the applicant Company for salt for all these three 
units was estimated at about 1,05,000 tonnes per annum which was likely to increase to 
1,40,000 tonnes per annum when full capacity was installed. The applicant Company has 
recerlty acquired a Salt Works at Singach in Gujarat which has a capacity of ptoducing 
about 1 lakh tonnes of Salt per annum. The proposed salt works at Gokarna would 
yield about 50,000 tonnes per annum of Salt. The total production of these two salt works 
would be just sufficient to meet the Company’s captive requirements for all the three units. Any 
excess production would not be sold or exported by the Company except in accordance with the 
directions of the Salt Commissione:. Bitterns and gypsum are by-products. According to the 
Salt Commissioner, it should be possible to produce approximately one tonne of bittefns and 5% 
of gypsum with the recovery of one tonne of salt. State Government of Karnataka has also strongly 
supported the proposal of the applicant Company. 


8. The use of the land at Gokarna for salt works in preference to its use for cultivation pur- 
poses is calculated to bring about a more economic and efficient use of the scarce resources. As 
regards the hardships that would be caused co the tillers by the acquisition of land, a provision is 
propesed to be made thet in the matter of employment, preference shall be given by the company 
to the displaced persons and the members cf their families. The State Government had held out assur- 
ance before the MRTP Commission that it had already initiated necessary steps for rehabilitation of 
displaced persons in other alternetive sites, and, as such no specific condition to this effect was pro- 
posed to be incorporated. The manufacture of Salt is not covered by First Schedule to the Industries 
(Development & Regulation) Act and as such no licence unde that Act is iequited to be obtained. 
The applicant Company would, however, be requited to tak2 licence from the Salt Commissioner. 


9. Keeping in view the relevant facts and circumstances of the case including the recom- 
mendations of the Commission and the vizw-points put forth by the representatives of the appli- 
cant company and the objectors, the Central Government is satisfied that it is expedient in the public 
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interest to accord approval to the proposal of the applicant Company subject to the conditions stipulated 
in the order hereinbelow:— 


ORDER 


The Central Government in exercise of its powers conferred to it by the clause (c) of sub-section 
(3) of Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 read with section 54 
thereof, he:eby accord its approval to the proposal of M/s. Ballarpui Industries Ltd. (formerly Ballar- 
pur Paper & Straw Board Mills Ltd.) for establishment of a Salt Works at Gokarna in the State of 
Karnataka for the manufacture of 50,000 tonnes of Salt, 2000 tonnes of Gypsum and 40,000 tonnes of 
Bitterns per annum subject to the following conditions:— 


(i) The shareholding of the Directors, their relatives «nd associates and that of the intercon- 
nected undertakings, their directcrs, relatives and associates shall be brought down to 40% 
within a period of cne year from the date of approval of the Company’s present proposal 
or the date of the approval of its proposal for expansion of its capacity for manufacture 
of STPP from 10,000 to 24,000 tonnes, whichever is earlier. 


(ii) Any surplus production of Salt remaining after meeting the captive requirements of Caustic 
Soda plants of the company shall be disposed of only in accordance with the direc tion 
of Salt Commissioner. 


(iii) The company shall give preference to the persons displaced by the acquisition of lands 
and the members of their families in-the.matter of employment in its caustic soda project 
as well as Salt Works. 


This approval shall not be construed as conveying any approval of the Central Government 
that may be required under any other provisions of Law. 


(Sd/-) 
(M.C. VARMA) 


Deputy Secretary to the Government of India 
New DELHI, 
28th February, 1976 


REPORT UNDER SECTION 22 (3) (b) OF THE MONOPOLIES AND 
RESTRICTIVE TRADE PRACTICES ACT, 1969 IN CASE OF THE BIRLA 
JUTE MANUFACTURING COMPANY LIMITED, CALCUTTA 
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CHAPTER 1 
INTRODUCTION 


Reference to Cottmission for Inquiry and Report 


1.01 The Birla Jute Manufacturing Company Ltd. submitted an application under Section 
22 of the Monopolies & Restrictive Trade Preactices Act, 1969 to the Department of Company 
Affairs for the establishment of a Cement Clinker Plant at Patratu, District Hazari Bagh (Bihar). 
This application was referred by the Central Govrnment for inquiry and report vide tneir letter 
dated 19th January, 1973 tothe Monopolies and Restrictive Trade Practices Commission under 
Section 22(3)(b) of the Monopolies & Restrictive Trade Practices Act, 1969. 


1.02 The Company in its application dated ni/ in Form II as prescribed under Monopolies 
and Restrictive Trade Practices Rules, 1970, stated that the proposed unit would be a proprietary 
concern of the Birla Jute Manufacturing Company Ltd. 


1.03 The date for the submssion cf the report by the Commission to the Central Govern- 
ment in this case was first extended to 18th July, 1973, for the following reasons: 


(a) The applicant Company had not by then submitted its Projected Cash Flow Statement 
for the period during which the project is likely to be set up. 


(b) The applicant Company had viae its letter dated 30th March, 1973, addressed to the Secre- 
tary, Department of Company Affairs, amended para 8A of its application under Section 
22 of the Monopolies & Restrictive Trade.Practices Act, 1969 and stated that for the 
limited purpose of the disposal of the present application, it might be assumed that the 
applicant Company is interconnected with twenty-five other Companics mentioned in the 
afforesaid letter. In view of the fact that the applicant Company desired the Commission 
to proceed on the assumption that it is interconnected with twenty-five Companies referred 
to earlier for the limited purpose of the disposal of its application under enquiry, the Com- 
mission had to write to all these companies requiring them to file their comments/objec- 
tions, if any, to the above proposition. 


1.04 The date for the submission of Commission’s report to the Central Government had to 
be further extended upto 31st October, 1973 as the applicant Company’s reply to the various queries 
made by the Commision was received in the Commission’s Office cnly on 28th June, 1973 and the 
matters raised therein required further clarifications. Moreover, the applicant Company, by its 
letters dated 5th July, 1973 and 16th July, 1973 had asked for public hearing to be fixed in its case 
in the third week of August, 1973. 


Purpose and scope of interconnection study 


' 1.05 As mentioned in para 1.03 abcve, the applicant Company had under its letter dated 
30th Macch, 1973 addressed to the Secretary, Department of Company Affairs amended para 8A of 
its application under Section 22 of the Monopolies & Restrictive Trade Practices Act, 1969. This 
was done as a consequence of the interconnection enquiry which was undertaken by the Director of 
Investigation at the instance of the Commission and the hearings which took place before the Com- 
mission in that connection. The circumstances leading to this enquiry as well as its results have 
been discussed briefly in the succeeding paras. 


1.06 The Central Governmeat had referred the applications of M/s. Kesoram Industries & 
Cotton Mills Ltd., M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., M/s. Hinaustan Aluminium 
Corporation Ltd. and M/s. India Linoleums Ltd. to the Commission for inquiry and report. The 
aforesaid companies had not admitted interconnection inter se or with any other companies except- 
ing their own subsidiaries in terms of Section 2(g) of the Monopclies & Restrictive Trade Practices 
Act, 1969, although these companies, according to the Industrial Licensing Policy Inquiry Report, 
belonged to the Larger House of Birlas. Further, many of the industrial products for the manufac- 
ture of which these companies had made their applications were also being manufactured by some 
other Birla Companies, 
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1.07 The question of interconnection is a very vital question for determining whether an 
undertaking together with its interconnectod undertakings is a dominant producer in any commodity 
or product. This is the reason-for which Section 26 of the Act requires all interconnected under- 
takings to register themselves with the Government. The Commission, therefore, considered it 
essential to go in.o .he question of interconnection of the aforesaio companies with certain other com- 
panies in the so-called Birla House. Such a study was also considered necessary for ascertaining 
at least in an approximate way the degree of concentration of economic power that the applicant 
Companies, together with their interconnected Companies, enjoyed. It was, therefore, initially 
decided to go into the question of interconnection of the following ten selected companies (includ- 
ing the applicant Companies) and the Director of Investigation was directed on 21st December, 1971 
to undertake the study:— 

M/s. Kesoram Industries & Cotton Mills Ltd. 
M/s. Orient Paper Mills Ltd. 

M/s. Gwalior-Rayon Silk Mfg. (Wvg.) Co. Ltd. 
Mis. Hindustan Aluminium Corporation Ltd. 
M/s. Century Spg. & Wve. Co. Ltd. 

M/s. Mysore Cements Ltd. 

M/:. Birla Jute Mfg. Co. Ltd. 

M;s. Jiyajeerao Cotton Mills Ltd. 

M/s. Sirpur Paper Mills Ltd. 

M/s. Hindustan Motors Ltd. 


PO OY a es 


— 


1.08 The Department of Company Affairs in May 1972 referred the application of M/s. 
Century Spinning & Wvg. Co. Ltd. under Section 21 of the Act to the Commission for inquiry and 
report. As a result of the preliminary enquiry by the Commission into this application the Com- 
mission decided to include two more companies for the purpose of interconnection study viz., M/s. 
Bharat Commerce & Industries Ltd. and M/s. Zuari Agro Chemicals Ltd. The Central Govern- 
ment referred the application of M/s. Bicla Jute Mfg. Co. Ltd. under Section 22 of the Act to the 
Commission for inquiry and report on 19th January, 1973. The entire interconnection study was 
entrusted to the Director of Investigation. 


1.09 In view of the fact that the Director of Investigation does not have any pom of sum- 
moning the books of accounts/documents, the Commission issued summons under Section 12 of the 
Act to the selected Companies calling for production of certain documents. The Companies were 
to be deemed to have complied with the summons if they furnished the requisite information. Some 
of these companies questioned the relevancy of the information for the purpose of the inquiry before 
the Commission and raised several legal contentions. These legal contentions led to several personal 
hearings before the Commission and three writ petitions before the Delhi and Calcutta High Courts 
which have since been dismissed. Apart from some earlier summons under Section 12 of the Act, 
a summons was issued to M/s. Birla Jute Mfg. Co. Ltd. in the case of M/s. Kesoram Industries & Cot- 
ton Mills Ltd. on 18th December, 1972, seeking some information. In compliance to this, the 
Company in its letter dated 18th January, 1973 submitted that the information asked for by the Com- 
mission is not relevant for tne purpose of the enquiry in question. The Company, however, asked 
for a personal hearing before the Commission in this matter for making its further submissions. 


Plea by the applicant Company for assuming interconnection 


1.10 During the course of the hearing before the Commission on 8th February, 1973, the 
representative of the Company, Shri B.P. Khaitan, submitted that the Company is prepared to state 
for the purpose of its enquiry that the Commission may assume interconnection between M/s. Birla 
Jute Mfg. Co. Ltd. and M/s. Kesoram Industries & Cotton Mills Ltd. and their connected com- 
panies. The Commission passed an interim order on 28th February, 1973, stating that it was not 
possible for the Commission to proceed on the basis of any assumption for the purpose of submittin 
its report to the Central Government. The petitioner Company was, however, at liberty to amen 
its application under Section 22 in the form prescribed under the Monopolies & Restrictive Trade 
Practices Rules, 1970, so as to state the names and addresses of all the interconnected undertakings. 
The Commission stated that in view of the fact that interconnection involves other undertakings as 
well, the applicant Company may also file with the Central Government their letter of consent on the 
question of interconnection. The final hearing in this case took place before the Commission cn 18th 
March, 1973. The representative of the Company stated that the Company is willing to amend its 
application under Section 22 of the Monopolies & Restrictive Trade Practices Act, 1969 filed before 
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the Central Government in the manner indicated by the Commission. So far as the question of 
filing letters of consent from other undertakings which would become interconnected for the limited 
purpose of the disposal of this application is concerned, it was submitted that the Commission may 
directly write to such companies on the subject. 


Amendment of application in form II by applicant Company 


1.11 As a result of the above hearing, M/s. Birla Jute Mfg. Co. Ltd. wrote to the Depart- 
ment of Company Affairs on 30th March, 1973, amending paragraph 8A. of the application under 
Section 22 in regard to its interconnected undertakings on the following lines: 


Considering the provisions of law, the applicant Company is not interconnected with any 
company except those mentioned above. However, purely with a view to facilitate and expedite the 
disposal of the application the applicant Company agrees for the limited purpose of disposal of the 
present application, that it may be assumed that the applicant company is interconnected with the 
following companies :— 

1. Kesoram Industries & Cotton Mills Ltd. 

Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 
Hindustan Aluminium Corporation Ltd. 
Jiyajeerao Cotton Mills Ltd. 
Century Spg. & Mfg. Co. Ltd. 
Sirpur Paper Mills Ltd. 
Orient Paper Mills Ltd. 
Mysore Cements Ltd. 
Hindustan Motors Ltd. _ 
10. Bharat Commerce & Industries Ltd. 
11. Bally Jute Co. Ltd. 
12. Birla Cotton Spg. & Wvg. Mills Ltd. 
13. National Engineering Industries Lta. 
14. Sutlej Cctton Mills Ltd. 
15, Zuari Agro Chemicals Ltd. 
16. Bharat Produce Co Ltd. 
17. Birla Bombay (P) Ltd. 
18. Birla Brothers (P) Ltd. 
19. Birla Gwalior (1) Ltd. 
20. Birla Consultants (P) Ltd. 
21. Birla Buildings Ltd. 
22. Eastern India Services & Marketing Co. Ltd. 
23. Punjab Ginning & Pressing Co. Ltd. 
24. Shree Services & Trading Co. Ltd. 
25. Sutlej Cotton Mills Supply Co. Ltd. 

A copy of this letter was addressed to the Commission. The Commission wrote to all the 25 
Companies which, according to the amended application of the applicant Company, were to be treat- 
ed as interconnected with it for the limited purpose of the disposal of this application. These com- 
panies were asked to give their consent to this proposition or alternatively to file their objection, if any, 


by 27th April, 1973. Barring M/s. Zuari Agro Chemicals, no other company has denied assumption 
of interconnection or raised any objection in this regard. 


SO DOS DA tS 


Director’s report on Inter-connection 


1.12 The material so far made available to the Commission has been analysed by the Ditec- 
tor of Investigation who has submitted a detailed report to the Commission on 11th May, 1973. 
His broad conclusions are:— 


(a) M/s. G.D. Birla, R.D. Birla (since deceased), B.M. Birla, B.K. Birla, G.P. Birla, K.K. 
Birla, M.P. Birla, S.K. Birla, Adiya Vikram Birla and Ashok Vardhan Birla and their 
associates namely S/shri D.P. Mandelia and K.G. Maheswari constituted a group within 
the meaning of Section 2(g) of the Monopolics & Restrictive Trade Practices Act. 
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(b). The Members of the group.are controlling the affairs of the following companies in various 
ways:— 

Mjs. J.C. Mills. 

M/s. Gwalior Rayon. 

M/s. Kesoram Industries. 

M/s. Birla Jute. 

M/s. Orient Paper Mills. 

M/s. Century Spinning. 

M/s. Hindustan Aluminium. 

M/s. Mysore Cements. 

M/s. Zuari Agro Chemicals. 

10. M/s. Hindustan Motors. 


50 OO ON er Oe 


In addition, 38 companies mentioned in Annexure I which are also controlled/managed by the 
same group of persons would be interconnected with the aforesaid 10 companies. Twentyfour (24) 
subsidiaries of the above mentioned companies would also become interconnected. Thus in all 72 
companies would become interconnected. A full list of these 72 companies is given in Annexure IT. 


1.13 The Commission has carefully considered the submissions contained in the report dated 
1ith May, 1973 from the Director of Investigation. We must say that inspite of the concerted non- 
cooperation from the above mentioned group of companies, the Director’s report has revealed very 
interesting evidence to show that in each of the big companies, important decisions were invariably 
taken only by members of the Birla family and/or the other members of the group viz., 
S/s. D. P. Mandelia and K. G. Maheshwari. The Boards of Directors of these Companies have 
indicated their approval long after the decisions were taken by one or more members of the group. 


In these and in other ways the Director’s report marshals much evidence which if properly 
followed further may enable the Commission to establish the fact of interconnection among a num- 
ber of these companies. Pa : 


1.14 However, in view of the amendment to its application made by Messrs. Birla Jute Manu- 
facturing Company as indicated above, the Commission has come to the conclusion that this amend- 
ment satisfied to a substantial extent the Commission’s. purpose in undertaking the interconnection 
enquiry in so far as the present case is concerned. The Commission has, therefore, decided not to 
take any view at this stage of the report of the Director of Investigation and to deal with the applica- 
tion purely on the basis of the amendment made to the application indicating that, for the present 
purpose, the applicant Company may be deemed to be interconnected with 25 other companies as 
described above. 


1.15 We have already forwarded a copy of the report of the Director of Investigation dated 
11th May, 1973 along with our report in the case’of;M/s. Kesoram Industries & Cotton Mills Ltd. and 
the same is, therefore, not being enclosed. with the present report. As stated in our-earlier report 
relating to M/s. Kesoram Industries & Cottons Mills Ltd., the Director’s 1eport indicates broadly 
the lines of investigations which have been pursued and the tentative conclusions drawn by the Direc- 
tor on the basis of the material that could be collected up to now. 


CHAPTER II 
THE APPLICANT COMPANY AND ITS PROPOSAL 


2.01 Mys. Birla Jute Manufacturing Co. Ltd. is an old and established Company. The 
authorised capital of the Company as on 31st March ’73 was Rs. 15,00,00,000 and the subscribed 
and paid-up capital was Rs. 4,98,58,590. The Company has three subsidiaries viz. India Linoleums 
Ltd., Assam Jute Supply Company Ltd., and Bharat Overseas Corporation. The Company has 
diversified activities. It has at present five manufacturing divisions namely, Jute Goods, Calcium 
Carbide, Oxygen and Acetylene Gases, Staple Fibre Yarn and Portland Cement. The figures of 
licensed and installed capacity as well as actual output of different divisions are given below: 





TABLE 1 
Name of the Division Licensed Capacity Installed Capacity Heal copa 
1. Jute Goods . ‘ : . . . 150 Broad Looms 125 Broad Looms 28948 Tonnes 
*1568 Narrow Looms 620 Narrow Looms 
. Calcium Carbide - . . . . A 12300 Tonnes 12300 Tonnes ' 14329 Tonnes 
3. (a) Oxygen Gas ° , : . . « 1280000 Cu. Mts. 1280000 Cu. Mts. 1680305 Cu. Mts. 
*  (b) Acetylene Gas . . ooo - 426700 Cu. Mis. 426700 Cu. Mts. 158345 Cu. Mts, 
_ 4. Synthetic, Viscose, etc. Yarns & other Goods . 45610 Spdls. 45320 Spdls. 4790 Tonnes 
5. (a) Cement . . . . . - 981000 Tonnes 981000 Tonnes 811054 Tonnes 
(b) Slag Cement - . . . . -_ (600000 Tonnes Not yet installed 





*Licensed capacity not applicable; figure shown as per certificate from Indian Jute Mills Association Installed 
Capacity has been certified by Company’s Technical xperts. 


2.02 The applicant Company has already three Cement Plants, the details about which are 
given in the table below:— 











TABLE 2 
(in Tonnes) 
Item of production . . Capaicty a Annual Production 
po SS AE A 1972-73 
Licensed . Installed 
Portland Cement ° $ boa Cement Unit, 5,81,000 5,81,000 6,85,305 
atna. : 
Birla Cement Works, 4,00,000 4,00,000 3,73,018 
Chittorgarh. . 
Slag Cement - . * Durgapur Cement 6,00,000. The plant is under construction for which a 
tg : Warks COB licence has been obtained. 
. Capital Structure 
2.03 Data about Company's capital structure are given below:—~ 
| Authorised . Rs. 
~ 1,00,00,000 Ordinary shares of Rs. 10 each -10,00,00,000 
25,000 7%% (Subject to income-tax) Cumulative preference share of Rs. 100 each 25,00,000 
4,75,000 Second Preference Shares of Rs. 100 each 4,75,00,000 
: 15,00,00,000 


i 
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Issued 
39,97,123 Ordinary Shares of Rs, 10 each 3,99,71,230 
25,000 73% (Subject to income-tax) Cumulative Preference shares of Rs. 100 each 25,00,000 
75,000 9.3% Redeemable Cumulative Second Preference Shares of Rs. 100 each 75,00,000 


4,99,71,230 


Subscribed and Paid-up | 
6,98,231 Ordinary Shares of Rs. 10 each 69,382,310 


32,90,823 Oridinary Shares of Rs. 10 each allotted as fully paid-up Bonus Shares 3,29,08,230 
by Capitalisation of Revenue Reserve of Rs. 2,76,79,004 Share Premium 
Rs. 27,29,226 and Capital Redemption Reserve Rs. 25,00,000 


23,642 74% (Subject to Income-tax) Cumulative Preference Shares of Rs. 100 23,64,200 
each fully paid-up in cash 
75,000 9.3% Redeemable Cumulative Second Preference Shares of Rs. 100 75,00,000 


each fully paid-up in cash, redeemable at per at any time after 
31-3-1978 but not later than 31-3-1980 as may be decided by the Di- 
rectors on giving 3 month’s Notice in writing erry rw 


Add : Forfeited shares (Amount originally paid-up) 1,03,850 
4,98,58,590 








2.04 It will be observed from above that-out of 39,89,054 equity shares, 32,90,823 shares 
were issued by way of bonus shares. Inother wards, .82.4°% of equity shares have been issued by 
way of bonus shares. 


Analysis of equity of applicant Company 


2.05 In this connection, it may also be stated that the analysis of the ownership of equity of 
the applicant Company on the basis of Director of Investigation’s study shows the following situa- 
tions: : 

1. Total number of Equity shares Wetielghmad © 6 8 39,89,054 

II. (a)_: Shares held by Public Financial Institutions, Nationalised Banks and 

Insurance Companies - , : : . . . : : 4,15,638 
(b) shares held by members of Birla family and their associates - “ 4,51,728 


(c) shares held by undertakings assumed to be inter-connected with the 
applicant Company. - : 7 : : . : . . 73,500 


(d) shares held by bodies corporate, trusts and registered societies 13,18,644 
controlied by members of Birla family and their associates ‘ F 


Ill. Shares controlled by members of Birla Family and _ their ‘associates 7g 
i(b)+T(c)+Nd) - . 5 : . . . . . . 18,43,872 
IV. . Percentage of IY with reference of Iabove . . . . . ss . 46: 22% 
Board of Directors 


2.06 The present Board of Directors of the Company as reported by the Company consists 
of the following: 

(1) Shri M.P. Birla, Chairman. 

(2) Shri H.L. Somany. 

(3) Shri G.D. Kothari. 

(4) Shri J.N. Goenka. 

(5) Shri P.D. Himatsingka. 

(6) Shri Rasiklal Maneklal Dalal. 

(7) Shri Brijratan S. Mohatta. 

(8) Shri N.K. Kejriwal. 


It is pertinent to mention that the composition of the Board has been the same since 1966 and 
that there has been no change in the Board after the abolition of Managing Agency System. (Of the 
eight Directors, at present, seven are continuing since 1964 i.e. the period upto which information was 
called for from the Company). 
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4.07 So far the subsidiaries of the applicant Company are concerned their Board of Directors 
as on March, 1972 were as under:— 


India Linoleums Ltd. 


Shri S.K. Birla. 

Shri H. P. Barat. 

Shri-R.K. Chhaochharia (also President of M/s. Birla Jute). 
’ Shri T. Kanoria. 

Shri S.K. Mohatta. 

Shri B. Murarka. 

Shri B.P. Poddar. 


MAME YH 


Assam Jute Supply Company Ltd. 


1. Shri R.K. Chhaochharia (Also President of M/s. Birla Jute and Director of India Linoleums). 
2. Shri B.K. Nopany. 
3. Shri M.D. Poddar. 
4. Shri C.B. Nevatia. 


Bharat Overseas Corporation 
Incorporated in U.S.A. Details of Directors not available in published reports. 


Organisation 


2.08 The Company has stated that its affairs are managed by the Board of Directors who meet 
periodically and take policy decisions and review the working of its several divisions. The Company 
has no Managing Director or Wholetime Director, The day-to-day working of the Company is 


carried on by the officers of the Company who have been granted Powers of Attorney, brief details 
of which are given below:— 








— 


Name of the Officer Designation Brief Description of Power 
qd) (2) (3) 


1. Shri R.K. Chhaochharia 








President, Jute Mills, Calcium 


Carbide and Staple Fibre Di- 
visions (at H.O.) 


To see to the working of the respective divi- 
sions generally and coordinate activities 
of the various department. Appointment 
of Staff & Officers as required at H.O. 


2. Shri R.L. Thirani « . President, Jute Mills, Calcium Same as at Serial Number 1 above at the 
Carbide and Staple Fibre Di- factories of these Divisions. 
visions (at Works) 

3. Shri J.R. Birla s President (Cement Division) bette he at Serial No. ] above at the Cement 

orks. 

4. Shri S.N. Prasad - Vice President To Look after Taxation, Accounts and 
Company Law matters of the Company 

: generally. 
5. Shri B.L. Shah + ‘ Finance Manager To look after the accounts of the several 
divisions of the Company and banking and 
finance matters. : 
6. Shri M.D. Poddar * Vice-President (Exports), Jute To look after the import of jute and export 
Mills Division of Jute goods. 

7, Shri U.S. Sethia + Senior Vice-President, Satna To supervise the working of the Company's 
Cement Works Satna Cement Works. 

8. Shri M.M. Goswami Vice-President, Birla Cement To supervise the working of the Company's 
Works Birla Cement Works, Chittorgarh. 

9. Shri G.S. Dalmiya ° Vice-President, Durgapur Ce- To supervise the working of the Company’s 
ment Works Durgapur Cement Works. 

10. Shri M.L. Maheshwary Secretary Company’s Secretarial matters. 





It has been further stated that the officers mentioned above and those working under them carry out 


their respective duties under the superintendenee, direction and control of the Board of Directors 
of the Company. 
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Personnel 


2.09 In view of the fact that the Company has diverse areas of productive activity in its differ- 
ent divisions, it was asked to indicate the manner in which its presonnel are recruited and trained. 
It was stated that the Company does not have any scheme as such of recruitng managemcnt trainees— 
technical or non-technical. Generally, the Company’s employees are appointed from amongst the 
persons who approach for employment. Enquiries are made about their family and social back- 
ground and the experience gained in the past. It was further stated that whereas academic and tech- 
nical qualifications are given due consideration, the same are not considered essential if the person 
has eithcr experience or aptitude to handle any particular job. Posts are also sometimes, advertised 
but promotions are invariably given from within the organisation or from the allied units. 


2.10 It was also stated that there is no formal programme of training, but ‘on the job’ train- 
ing is imparted. lt was further stated that the Company does not have any Standardised Form of 
letters of appointment and there are no standardised terms and conditions regarding pay and dura- 
tion of training. The Company further stated that Satna Cement Works was the first cement plant 
established by the Company in 1958. At that time recruitment of trained personnel was made and 
some other persons were trained in the unit itself. When Birla Cement Works, Chittorgarh was 
started, a few trained persons were transferred from Satna to Chittorgarh and some others were 
trained in the unit. The Company proposes to do the same in the cases of Durgapur and Patratu 


Plants. 


R&D and Quality Control 


2.11 From the information supplied by the Company in this regard it appears that the Com- 
pany does not have any sectoral or sectional R&D Organisation of its own excepting in the case of 
Calcium Carbide Division wherein it is claimed that the Company has been successful in replacing 
about 40% of the imported parts used in the Calcium Carbide Industry. It relies on the R&D being 
carried on by the Cement Research Institute of India to which like other Cement producers it is mak- 
ing its contributions, For its Jute and Staple Fibre Divisions the Company Similarly relies on the 
respective industries research institutions viz. Indian Jute Industries Research Organisation and 
ATIRA. As against this, the Company appears tc have adopted a detailed system of quality control 
in its various divisions including the Cement Division. The details furnished by the Company appear 
as AnnexurellI. The Company has claimed that its products conform to the ISI specifications. 
However, no specifications are put on the product as per the convetsion is the trade. 


Common services enjoyed by the various units 


2.12 The Company was asked whether there are any common services provided by the cen- 
iralised management to the various Cement Units. The Company has stated that the Head Office/ 
Registered Office is not rendering any common administrative or financial services to the several 
cement units excepting the following: 


‘(a) Board Meetings of the Company are periodically held at the Head Office where Directors 
consider matters relating to several units of the Company. The decisions of the Board 
are conveyed to the units from time to time. 


(b) Certain departments of the Company as a whole, for example, Share Department, Com- 
pany Law, Central Accounts, Income-tax Deptt., Stores Deptt. are maintained at the 
Head Office/Registered Office. 


(c) Each of the cement units is maintaining its own cash credit account and except for issue of 
shares/debentures or for meeting occasional financial requirements of the units con- 
cerned, the Head Office/Registered Office is not rendering any common service.” 


Company’s Proposal 


2.13 The Company has proposed the setting up of a Cement Clinker plant at Patratu, Distt. 
Hazari Bagh (Bihar). The plant will have a capacity of 3.50 lac tonnes (capacity on the basis of 3 
shifts for 330 days in a year). It is proposed to complete the plant in one phase. It is expected to be 
completed within three years after the licence is granted and other formalities are completed. The 
estimated project cost was Rs. 525 lacs (subsequently raised to Rs. 600 lacs). The machinery and 
plant, is proposed to be procured indigenously. The suppliers of the plant and machinery may 
have to import certain components for the manufacture of the plant. 
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2.14 The case of the Company is that in applying for a Clinker Plant at Patratu, the Com- 
pany is not seeking any additional capacity for mannfacturing Cement but is only trying to imple- 
ment the capacity already sanctioned to it at Durgapur Cement Plant for which a COB licence for 6 
lac tonnes capacity per annum has already been gianted. At Durgapur, the Company is going to 
manufacture Cement from the iron slag which was hitherto a waste product of the Steel Plant. The 
Clinker is proposed to be mixed with slag and gypsum in the ratio of 40:55:5 respectively for produ- 
cing Slag Cement. 


_. 2.15 The main raw materials required would be limestone (8 lac tons), and laterite (10,000 
tonnes). It has been claimed that Limestone and laterite will be available in the vicinity of Patratu 
and will be transported from the mines to the Plant site by Dumpors and Trucks. The Bihar 
Government has stated that sufficient limestone reserves are likely to be available for setting up the 
Cement Plant at Patratu. The coal required for the plant would, be brought from Bengal/Bihar Coal 
fields by rail. It has been claimed that the arrangements for the supply of wagons etc. according 
to the Company would be made with the Eastetn Railways after the Company’s application is cleared 
by the Government. In so far as the requirements of power are concerned, the Government of 
Bihar, has stated that there should be no difficulty about the availability of power. The Company 
would produce Clinker by wet process for use in the production of Cement at Durgapur. It may be 
aralee here that the Company is using wet process at Satna woiks and dry process at its Chittorgarh 
works. 


2.16 In response to the query as to how far the criteria mentioned in Section 28 of the Act 
would be satisfied if the Company’s proposal is approved, the Company has stated as under:— 


“13... As per Industrial Policy Statement*of the Government of India notified by the Press 
Note dated 2-2-1973, Cement has been listed among the 19 core industries as item No. 19 
thereof which are permissible to the larger industrial houses. 


“The proposed Clinker Plant would feed the Cement plant of the Company at Durgapur 
Cement Works for which a COB Licence has been granted to the Company. Clinker is 
only an intermediary product for manufacture of cement and a Cement Plant must have 
a feeding Clinker Piant. It is, therefore, necessary for purposes of achieving production 
by most efficient and economic means that the Clinker Plant for the Company’s Durgapur 
Cement Works should be situated at the nearest available site. 


“Besides, both the Durgapur Cement Works and Patratu Clinker Plant shall be situated in 
backward areas. The Clinker Plant will create additional Employment opportunity for 
about 300 workers in addition to technical and administrative staff.” 


In its application dated 26th August °71 in Form E(1) prescribed under Rule 7(2) of the Regis- 
tration and Licensing of Industrial Undertakings Rules, 1952, the Company has given a brief account 
of the following circumstances which justify the setting of the existing unit. 


“(i) The proposed site at Patratu in Bihar being in the Eastern region is deficit in cement pro- 
duction, and therefore, has locational advantage vide press note No. 2-10/71-CEM 
dated 28th July ’71 issued by the Ministry of Industrial Development. 


“(ii) This clinker would be used for blending with blast furnace slag which is a waste of Steel 
Plant for manufacturing slag cement at Durgapur. 


“(iii) Although the limestone, which is the principal raw material, is available in abundance, 
its quality is not suitable for cement clinker manufacture. Therefore, the low grade lime- 
stone deposits would be utilised by adopting benefication process. 


“(iv) The applicant has enough technical know-how and managerial experience of this line of 
production i.e. the applicant already runs two cement plants namely Satna Cement Works, 
Satna (M.P.) and Birla Cement Works, Chittorgarh (Raj.). 

“(v) The financial resources of the applicant Company also permit undertaking such expan- 
sion of capacity. 

““(vi) The cement plant machineries are being manufactured indigenously and, therefore, the 
plant can be prodcured easily. 

“(vii) All the raw materials required for manufacture of cement clinker are available indi- 
genously from nearby areas. 

“(viii) The Bihat State Electricity Board have sufficient capacity for generation of power and 
meeting the requirement of the proposed unit, and they have agreed to supply the required 
quantity of power,” 


CHAPTER III 
POSITION OF CEMENT INDUSTRY 


Growth of the Cement Industry 


3.01 According to the note on ‘Programme of Development for the Cement Industry for the 
fourth Plan Period (1969-70 to 1973-74)’ prepared by the Planning Commission’s Panel on Cement, 
the growth of the Cement Industry has followed an erratic pattern during the last 20 years and, even 
when serious shortages of cement were obtaining, the growth of the Cement Industry did not fit into 
the scheme of planning stipulated in the plans for the industry as a whole. According to the Panel, 
the annual cumulative capacity growth during the three plan periods was as under:— 


Ist Plan . . * ‘ . ‘ » 8-29 A 
2nd Plan ; . . 2 ‘ . » 13-20% 
3rd Plan . . . ‘ ; : -  5+23% 


The growth of the industry during the first two years of ‘plan holiday’ i.e. 1966-68 was some- 
what tardy with a meagre additicn of 1.18 million tonnes to the capacity, representing the lowest 
rate of growth—less than 5% per annum. 


3.02 The targets and achievements of the Cement Industry during the Five Year Plans are 
given in the table below:— , 














TABLE 3 
1950.51 First Plan "Second Plan Third Plan 1972 Fourth Plan 
oduc-  —————_—— ee eee een Oeeeees)_—_—_'0 
tion 1955-56 Achieve- 1960-61 Achieve- 1965-66 Achieve- Achieve- 1973-74 
Target ment Target ment Target ment ment Target 
2:7 4:9 4:7 13:2 79 13-2 10:8 15+7 18-0 


Ba 
Source; Statistical Bulletin on Cement Production and Despatches—1972 (Ministry of Industrial Development) p.53. 


The Planning Commission in the Approach to the Fifth Plan has projected the output of cement 
at the end of the Fifth Plan at 26.8 million’ tonnes. 


3.03 According to the Cement Controller, Ministry of Industrial Development, an idea 
regarding the growth of the industry by way of the capacity and production of cement for the last 
ten years can be had from the figures given below: 








TABLE 4 
Year Installed capacity Production % of production Rate of Growth 

(in million tonnes) to capacity | 
1962 ‘ : . 9-6 8-7 94 ne 
1963 : : . 9°6 9-2 94 5:7 
1964 ‘ ‘ . 10-4 9-7 93 5°4 
1965 : : . 11-0 10°6 96 9°3 
1966 . . 7 11:7 11-0 94 3°8 
1967 see 12-3 11:3 92 27 
1968 . 3 . 13-9 : 11:9 86 53 
1969 : ‘ * 15°3 13-6 89 14:3 
1970 ‘ . . 16°8 13-9 83 22 
1971 ‘ : : 18+3 14:9 82 72 
1972 ° ¢ . 19-7 15-7 80 5°4 





Source: Cement Controller, Ministry of Industrial Development. 
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Utilisation of capacity and factors responsible for low productivity 


3.04 It would be observed from the table given in para 3.03 above that utilisation of capa- 
city has been declining from 96 in 1965 to 80 in 1972. The result is that output has not increased in 
proportion to additional capacity and scarcity conditions prevail. One of the major reasons for undet- 
utilisation of capacity appears to be the scarcity of transportation facilities and high freight price 
ratio. It is claimed that at some of the factories, production was throttled because of heavy accumu- 
lation of clinker stocks owing to the non-availability of wagons. According to the Industry, short 
supply of wagons constitutes a major deterrent in the productivity of the industry. 37.91 per cent 
of the shortfall is ascribed to this single factor. Plant breakdown, repair of kilns etc. constituted 
22.63%, labour troubles contributed 5.01°%, production and marketing troubles of new factories 
accounted for 8.21°%. Power, coal, water and limestone shortage effected 7.35°%, miscellaneous 
factors which are not detailed accounted for 18.88 %.* 


3.05 During 1972, the industry behaved better than it did in 1971. But for the power short- 
age and a nationwide strike in August 1972, the results might have been still better. Despite this, the 
production during 1972 fell short of the target by about two million tonnes. . The situation in 1973 
is alarming. According to a note: “Cement Production & Despatches—Movements by Railways 
in April, 1973”, prepared by the Cement Controller, as against an output amounting to 84.75% of 
capacity in January to March, 1972, utilisation declined to 76.66°% in the corresponding period in 
1973. The record—77% in March and 70% in April—continues-to be bad. The major reasons 
contributing to this dismal picture aresaid to be— 


(a) heavy power cuts imposed by the State Electricity Boards in Tamil Nadu (75%), Rajasthan 
(50%), Gujarat (50°%), Andhra Pradesh (35°) and Haryana; 


(b) Labour unrest; and 
(c) coal shortage at some of the units, 


Location and regionwise data on production and consumption 


3.06 Cement production has increased in all the zones during the last 12 years. The figures 
of output of cement (zonewise) are given in the table below:— 





TABLE 5 
(in million metric tonnes) 
Year North Zone East Zone West Zone South Zone 
(J&K, Punjab, (W. Bengal, Assam, (M.P., Gujarat, (Andhra Pradesh, 
Haryana, U.P., Bihar, Orissa) Maharashtra) Madras, Mysore, 
Rajasthan) erala) 
1 2 3 4 5 
1961 ’ ‘ ‘ . 1°95 1-79 1°77 2:80 
1962 . . . 1-95 1°88 1°89 2°92 
1963 . ‘ . 2°28 1:91 2°04 3-12 
1964 . ‘ . 2:06 1:97 2:23 3°58 
1965 . . ‘ 2°03 2°05 2°73 3°78 
1966 . . . 2°06 2:02 3°02 3-95 
1967 ‘ soo 2:19 1-97 3°30 3-85 
1968 . . . 2*22 2:25 3-28 4:20 
1969 : ‘ ‘ 2°39 2:41 3-89 4:99 
1970 ‘ ‘ : 2°33 2°43 3-90 © 5-34 
1971 : : : 2+32 2:34 4°26 5°99 


1972 . 7 ° 2°72 2-49 4:46 6:04 





Sources : DGTD. For 1971 & 1972, Cement Controller, Ministry of Industrial Development. 








*Statistical Bulletin on Cement Production and Despatches for th 1971 (Office of the Cemen 
Govt. af Indi). p19, pa’ or the year ( of the t Controller, 


17—10 M of LJ&CA/ND/79 
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3.07 Since the cement industry is resource based, the factories are concentrated at points 
close to the regions where extensive cement grade limestone and other raw materials are located. 
More cement factories have come up in the Southern and Western regions becuase of these considera- 
tions. The demand on the other hand-is more pronounced in the Northern and Western regions, 
State-wise production and consumption of cement for the year 1972 is given in the table. 




















TABLE 6 
Zone/State Production in ’000 Total consumption Surplus (++) 
Tonnes in '000 tonnes Deficit (—) 
1 ; 2 3 4 
NORTH 
Chandigarh «+ > + + + © 5 an 62 (—)62 
Delhi a 3 646 (—)1646 
Haryana . : : : . : : 473 553 (—)80 
Himachal Pradesh ‘ . . . . es 55 (—)55 
Punjab ‘ : . . . . . = 673 (—)673 
Rajasthan : . . : . : 1586 501 (+)1085 
Uttar Pradesh . . . . . . 664 1805 (—)1141 
Jammu & Kashmir . . . . . - 108 (—)108 
TOTAL NORTH . . 2723 4403. (—)1680 
EAST 
Assam®* . . . . . . . 48 288 (—)240 
Bihar a 1655 972 (+683 
Orissa . . . : . . . 788 356 (+)432 
West Bengal - . : ‘ . . . oo 1008 (—)1008 
Manipur . . ‘ . . . . a 19 (—)19 
Nagaland + © © + «© «6 + a 2t (—)21 
Arunachal Pradesh . . . ys Ps 8 (—)8 
Tripura . . . . . . . Ss 17 (—)17 
TOTALEAST:°> +: 7491 2689 (198 
WEST 
Gujarat . . : : . yoo 1685 1405 (+)280 
Maharashtra rr 474 1974 (—)1500 
Madhya Pradesh + : . : . 2303 744 (+)1559 
Goa, Daman & Diu . . . . ae we 63 (—)63 
Dadra & Nagar Haveli - . . . . ei 1 (1 
TOTAL WEST - . 7 4462 4187 (+)275 
SOUTH ” 
Andhra Pradesh . oc. . . 1609 1210 (-+)399 
Tamil Nadu - . : : : : 2809 1377 (+)1432 
Mysore . . . , : . : 1588 870 (4)718 
Kerala . . . . . : 32 623 (—)591 
Pondicherry - : : . : D ‘ we 22 (—)22 
Andaman & Nicobar : . so : oe 19 (—)19 
Laccadives . : : : : as 
TOTAL SOUTH : 7 6038 4121 (+)1917 
GRANT TOTAL : . 15714 15400 (-+)314 





*Meghalaya included in Assam. 


Source: Statistical Bulletin on Cement Production and Despatches for the year 1972—Ministry of Industrial 
Development, pp. 35-36. 
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These data show that scarcity is more marked in the Northern Zone, although there is some 
scarcity in the Eastern Zone as well. 


Capacity Gap 


3.08 The data about actual utilisation of capacity ‘indicate that it would’ be prodent to 
assume utilisation at the rate of 80% of capacity. The Planning Commission has projected an out- 
put of 26.8 million tonnes by the end of the Fifth Five Year Plan. Proceeding on the basis of 80% 
capacity utilisation, the country would have.to create an additional capacity of about 13 million ton- 
nes with reference to the capcity in 1972 to meet that target by the end of 1978-79. 


3.09 The Cement Controller has supplied the following estimates of demand and capacity 
for the Fifth Plan Period: 





TABLE 7 
. (in million tonnes) 

a ge 

Demand North Zone East Zone West Zone South Zone Total 

1973-74 5 + + 8 5-35 3-41 4-98 514 18-8 

1978-79 - sos . 7 8:20. ~ 5*20 7:60 7°00 28-00 
Capacity required by 

1973-74 > . . ‘ . 3°67 3:89 6°18 7°42 21:2 

1978-79 - . ‘ . . 9°60 6°12 9°00 8°28 . 33-0 
Gap to be covered by 
Sth Plan 

5-93 2:23 2:82 0:86 11°80 

nen en nS SE, 
Existing capacity as on 15-4-73 . 3°43 3-29 5°61 7°43 19-76 





It is further stated that additional expected capacity to be covered in the Fifth Plan for which 
the Cement Corporation of India has submitted schemes or has obtained approval from the Govern- 
ment of India, comes approximately to 2.68 million tonnes. Similarly, the State Public Sectcr is 
expected to produce about three million tonnes. The rest of the 6.40 million tonnes capacity will, 
therefore, have to be created in the Private Sector. 


3-10 It will be seen from Annexure IV that the position above the installed capacity and lic- 
enced capacity as on 25th August, 1973, was as follows :— 


TABLE 8 
Present Capacity : : 7 ‘ : : . . * 19:76 million tonnes 
COB Licences . . : : : . . ‘ 2:58 million tonnes 
Industrial Licences - . ‘ . : a : . 1.17 million tonnes 
Letters of Intent : : . : ; ° . ‘ . 9-54 million tonnes 
Total . . . . . . . . . . 33 . 05 


It would be observed from the above table that we have already reached the capacity target 
of 33 million tonnes for the year 1978-79 as mentioned in para 3-09. It is, however, important to 
note that it is not unlikely that a number of letters of intent (Annexure V) will not fructify. Some 
spare capacity is, therefore, necessary for meeting the possible gap in the achievement of the target. 


3-11 Eighteen applications are reported to be pending with the Ministry of Industrial Develop- 
ment for grant of licences. The information regarding the names of the applicants, the location of 
the plant and the capacity applied for is given in Annexure VI. It would be observed that out of 
the total capacity of 7-72 million tonnes applied for, applications for 4-26 million tonnes capacity 
are from Large Industrial Houses. 
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Government Policy on Industrial Licences 


3-12 In the recent announcement made by the Government on Industrial Licensing Policy 
(February, 1973) the Government has consolidated the list of industries which are open, along with 
other applicants, for participation by the Larger Industrial Houses. Jt has been explained that in the 
context of the approach to the Fifth Plan, core industries of importance of the national economy 
in the future, industries having direct linkage with such core industries, and industries with a long 
term export potential are all industries of basic, critical and strategic importance for the growth of 
the economy and Larger Houses will be eligible to participate in the establishment of such industries. 
Cement is included as one of the industries satisfying these criteria. 


In addition, the following points indicated regarding the Cement Industry in the recent ‘Guide- 
lines’ are also relevant in the present context: 


** He *e as 


"2-3 (b) Utilisation of low grade limestone, especially in deficit areas, would also have to be kept 


(c) 


(g) 


«9.4 


in mind, subject to economies of production. 


Having regard to the implications of transpoit of cement over long distances, proposals 
for locating clinker grinding capacity near the centres of demand, on the basis of move- 
ee of clinker from locations which have advantages of raw materials etc. will be con- 
sidered. 


*% ame we *% 


The standard size of cement plants has been 600 tonnes per day but in the light of increase 
in the cost of cement machinery and improved economies of sale, estalishment of higher 
capacities viz., 1000—-1200 tonnes per day capacity will need to be considered, subject 
to favourable factors in respect of location and availability of raw materials. Plants of 
this size can also be manufactured indigenously.” 


Special consideration will be given to proposals aimed at: 


(i) locating cement cupacity in deficit areas; 
(ii) utilisation of raw materials like blast furnace slag, fly ash and lower grade limestone.” 


— 





anal for industries 1973-74 (Government of India, Ministry of Industrial Devetopment, New Delhi) pp. 203- 
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CHAPTER IV 
EXAMINATION OF THE PROPOSAL 


Importance of the proposed unit 


4-01 The need for creating additional capacity for the production of cement in the country 
is well recognised and this matter has been discussed in Chapter Il earlier. The Company’s proposal 
is to set up a Clinker Plant at Patratu for supplying Clinker to Durgapur Cement Plant for manufact- 
uring Slag Cement for which a COB licence has already been granted by the Central Government. 
In view of this the present proposal is for manufacturing an intermediate product for captive consump- 
tion. It is also pertinent to note here that the proposal to set up a Clinker Plant is in Bihar which is 
one of the industrially backward States of the country. The Commission had earlier, while consider- 
ing the application of M/s. Kesoram Industries & Cotton Mills Ltd., made enquiries from Cement 
Corporation of India, a Central Government undertaking, regarding the various cement projects 
which they are proposing to undertake. The representative of the Corporation had indicated that 
their hands are full with the various projects under. construction and planned. The Corporation is 
not proposing to set up any cement plant in the State of Bihar. It may also be mentioned here that 
no objections have been received by the Commission to the proposal of the applicant Company. 


Raw Materials 


4-02 One of the important questions that has to be considered while examining the proposal 
is as to whether adequate quantities of raw materials of the requisite grade are available in the vicinity 
of the proposed plant for making the proposal economically viable. The company had in its appli- 
cation in Form Ii for establishment of a new undertaking indicated that the estimated requirements 
of raw material would be 8 lac tonnes and 10,000:tonnes of limestone and latrite respectively. The 
requirements of limestone have been estimated-at 8 lac.tonnes as the available raw material is expected 
to be of low grade and would have to undergo beneficiation. It has been stated that 2-3 tonnes of 
low grade limestone, as against 1-6 tonnes of high grade limestone would be required for producing 
one ton of Clinker. As regards the availability of limestone, the Company has submitted the analysis 
report of limestone available in Ramgarh area as certified by the geologist of the company. The Com- 
pany has also enclosed a preliminary report of its geologist regarding the availability of limestone at 
Uparbarga Mouza of the Hazaribagh district for which a prospecting licence for an area comprising 
about 638 acres of land was obtained by the company on 16-3-1973. According to the Company’s 
geologist, the limestone is in hill formation and the expected quantity in five hills is about 30 million 
tonnes. It would thus appear that the Company does not hold a lease for any mines in or near Patratu, 
although it is holding a prospecting licence for another area in the same district of Hazaribagh. Even 
for Uparbarga in District Hazaribagh no detailed survey report appears to have been prepared so 
far. In the absence of any detailed survey report by any independent authority like the Geological 
Survey of India or the Mining Department of the State Government, it is not possible for the Commis- 
sion to satisfy itself that adequate quantities of limestone of the requisite grade are available at Patratu 
or near about that area. The Commission. assumes that this matter would be gone into fully by the 
Department of Industrial Development before any industrial licence is finally issued. - 


4:03 According to the Company, laterite would be obtained from mines for which leases 
would be obtained from the Government of Bihar. The Company has stated that Slack Coal would 
be obtained from Bengal and Bihar Coal Fields. As regards the transportation of raw materials, 
it has been stated that limestone and laterite would be transported by dumpers and trucks and coal 
would be received in open box wagon rakes. 


Size of Plant 


4:04 The applicant Company is proposing to put up a plant with a capacity of 1,000 tonnes 
perday. It appears that a plant of about 1,000-to 1,200 per tonnes is considered as economical. Look- 
ed at from this angle, the proposed plant appears to be economical. There is, however, another 
matter which needs mention here. The proposed plant is intended to be a captive unit fur the Durga- 
pur Cement Plant which has a capacity of six Jac tonnes per year. The Durgapur Cement Plant 
would be utilising slag from Durgapur Steel Plant and Clinker from the proposed plant for manu- 
facturing slag cement. It is commonly believed and. even according to the Company the proportion 
of slag, clinker and gypsum in slag cement is approximately 55 : 40:5. Proceeding on this: basis for 
ensuring full utilisation of 3-5 lacs of clinker, one would requisite a cement plant with a capacity 
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of over 8 lac tonnes whereas the proposed capacity of the Durgapur Plant is only 6 lac tonnes per 
year. When this matter was put to the Company for explanation, it has been stated by it that the pro- 
portion of slag and clinker are likely to vary considerably if the limestone is of inferior quality and 
the percentage of calcium oxide in the slag goes down below 40. 


Should Birla Jute do it? 


4-05 The discussion up to this point clearly indicates that the project in question is a commend- 
able one and would make a useful contribution to the national economy. Further by using slag from 
Durgapur Steel Plant, which is at present a waste material for manufacturing clinker, the Company 
would be putting this waste material to good use. From the point of view of the M.R.T.P. Act., a 
far more important question is what would be the advantages and disadvantages of permitting the 
applicant Company to undertake this new project. 


4:06 In examining this question two aspects have to be kept in view. The first is that the 
applicant Company itself is a company of a large size with its capital assets exceeding Rs. 20 crores 
and, therefore, registered under Section 20(a) of the MRTP Act. A further relevant point, in this 
context is that not only is it a very large company but in itself it is also a conglomerate in that it pro- 
duces a variety of products such as Jute goods, Calcium Carbide, Oxygen and Acetylene gases, Staple 
Fibre Yarn and other goods and cement. It will be seen that most of these items have technically no 
relationship whatsoever with each other and there is, therefore, little advantage in terms of technical 
management, R & D effort or even commercial organisation by having these vastly different units 
managed by one corporate entity. Out of the seven pioductive units of the company, five are located 
in West Bengal (four in 24 Parganas and one at Durgapur), one in Rajasthan and one in Madhya 
Pradesh. The new project that is proposed is going to be located in Bihar. It cannot, therefore, 
even be said that certain special economies. of management arise as a result of these diverse units 
being located in proximity. One question that has, therefore, to be examined is whether any advan-_ 
tage in terms of good management is likely to accrue as a result of permitting this conglomerate 
Company to undertake; the setting up of one more unit at a new location. 


4-07 One can appreciate the fact that diversification of activities that is represented by the 
Company having set up production units with no technological relationship with each other may 
have been undertaken in its historical past for various reasons. The company was under the managing 
agency of M/s. Birla Bros. Pvt. Ltd. till the managing agency system was abolished in 1970. The manag- 
ing agents may have found that in certain new-activities were to be undertaken, the internal resources 
being generated by an existing profitable concern were the best means cf doing so. It should also be 
conceded that from the point of view of the shareholders the diversification undertaken by the company 
has been of benefit. Many of the Jute Mills in the country were having fluctuating fortunes in the last 
several years due to various reasons. Jute mills which have diversified into other activities have, 
but by not putting all their eggs in one basket, been able to withstand the adversities faced by the 
jute industry in certain years and thus have ensured sustained profits and thetefore dividends for their 
shoreholders. One cannot ignore this important aspect. 


Tnadequacies of Conglomeration 


4-08 At the same time a question may be raised as to whether, from the view point of the 
long term development of the various industrial units, such a conglomeration of diverse activities 
under one management is desirable. As we have already indicated eailier, the data collected by us 
show that the only aspect of modern management practice which seems to have become an integral 
part of the management of the applicant Company is that regarding quality control. Regarding other 
aspects of management, the approach seems to be traditional and old-fashioned. For a company of 
such a latge size and widespread activities, and which has also been in existence for many decades now, 
the whole approach to 1ecruitment, training and development of personnel appears to be slipshod and 
capricious. There appears to be little effort at systematic recruitment and training of personnel 
whether on the technological cr the managerial side. The indifferent attitude of the company regard- 
ing R & D is an ever: greater indication of its old-fashioned and traditional management approach. 
Allits units appear to be content with such contribution as is made to the common research associations 
set up in the concerned industries. There appeats to be no awareness either in the individual units 
or in the central management that a large sized company of this kind has the responsibility to develop 
R & PD, not only in its own interest but also in the interst of the national economy. 


4-09 It would not be wrong-to say that these inadequacies of the company’s management 
in vital respects arise at lest to some extent from its conglomerate nature. The common top manage- 
ment of the company as a whole appears to be concerned with financial management and management 
of legal affairs—and hardly anything else. There is no set up in the Head Office and there are no 
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persons who would be in a position to give any export and capable leadership in terms of developing 
management practices which would serve the development.of the units in the long run. It may be 
objected on behalf of the company that the very success of the company should belie the criticism that 
it has not developed an appropriate system of management. It is also true that the Company has been 
able to attain good results in terms of the utilisation of its cement plant at Satna and Chittorgarh 
and the Calcium Carbide plant at Calcutta. It would not, however, be unreasonable to point out that 
these past results do not necessarily indicate that the potential for sustained good results has been built 
up.in the company. The doubts arise exactly for the reasons mentioned earlier, viz., the casual, al- 
most indifferent, attitude regarding systematic management of personnel and R & D. 


Implications of inter-connection 


4-10 While considering the Company’s proposal, we have to take note of the fact that the 
applicant Company is to be assumed as being inter-connected with a number of other companies 
in what is popularly known as the Birla Group. In view of the fact that the applicant Company 
has already amended para 8A of its application in Form II to the Central Government and has agreed 
that it may be assumed to be inter-connected with 25 other companies, we can, for the purpose of the 
present inquiry, proceed on the assumption that the applicant Company is inter-connected with 24 other 
companies (excluding M/s. Zuari Agro Chemicals Limited, which has not given its consent to the 
company’s proposal for assuming inter-connection). Many of these companies are of a sizeable 
magnitude and this group of inter-connected companies constitutes a very large concentration of eco- 
nomic power in the hands of a small group of persons. The approval of the present proposal would 
further add to the economic power of this Group. This fact has to be taken into consideration in 
examining the proposal and making our recommendations. 


4-11 A further point to be noted is'that the applicant Company as well as three other inter- 
convected companies, viz. M/s. Kesoram Industries & Cotton Mills Limited, M/s. Century Spinning 
and Mfg. Co. Ltd. and M/s. Mysore Cement Ltd. are enggaed in the production of cement. M/s. 
Bally Jute Co., an inter-connected company has applied for a licence for setting up of a cement plant. 
The annual capacities of these units are shown as below:— — 











TABLE 9 
(in million tonnes) 
Existing Annual Proposed Annual 
Capacity Capacity* 
1. Birla Jute Mfg. Co. : , 
(i) Satna (M.P.) + . . . . . 7 . . 0°58 
(ii) Chittorgarh (Raj) . . . . . . . 0+ 40 
Gii) Durgapur (West Bengal) - 7 ‘ : ¢ , . 0°60 (COB) 
2. Kesoram Cements: 
(iv) Paddpatti (A.P.) . . . < : . : 0:45 
(v) Patan (Raj) - . . . . : . : er 0:74 
3, Century Cements: 
(vi) Tilda (M.P.) - . . . . . . . : 0°60 (COB) 0:60 
(vii) Maihar (M.P.) . . . . ° . ° : oi . 0°75 
4. Mysore Cements: 
(viii) Ammasundra (Mysore) - . . . ‘ . : 0°40 
(ix) Narshinghgarh (M.P.) ° . c : : . oe 0° 40 
3% Bally Jute Co. . 
{x) Sojat Road (Raj.) . ’ . . : , . ie 0° 40 
3°03 2°89 





* Applications under the Consideration of Government. 


The share of the inter-connected companies of Birla Group (installed plus COB Licence 
in the Cement Industry (installed plus COB Licences) comes to 13-5%. What the share of this 
group will be in future is difficult to estimate as we are in the position to examine which of the Letters 
of Intent will finally fructify and which will not. It can, however, be said that the share of this 
group will probably remain at least the same. 
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4-12 One other aspect of the inter-connected companies which have cement units is that, 
like the applicant company these also are conglomerates, the only exception to this being M/s Mysore 
Cement. The data collected by us about the organisation and management practices of these units 
show that they also suffer from the same inadequacies which we mentioned earlier about the applicant 
company (see Annexure VII), Even Mysore Cements, though it is a company which is engaged only 
in the production of cement, is not very different in terms of its approach to personnel or R &D. 


Special Inadequacies of the Group 


4-13 We would like to pose these inadequacies in the management of these conglomerate com- 
panies in the Birla Group, especially those which are engaged in the production of cement, in contrast 
with the organisation and practices of the Associated Cement Companies Ltd.(ACC). Theinformation 
obtained from the A.C.C. about these aspects is given in Annexure VIII. It will be seen from this 
information that the A.C.C. has an elaborate and well organised system for recruitment training 
and development of its technical, supervisory and managerial personnel. It also has a well organised 
R & D set up on which a sizeable expenditure is incurred. The result is that the A.C.C. is a pioneer 
in the technologica] development relating to cement industry in India and isin a position to help to 
meet various preblems that arise in the further growth of the industry. In this way it makes a contri- 
bution not merely to its own further growth and operations, but is in a position to assist the cement 
industry in the country as a whole. From the information available about some other cement units it 
appears that theii organisation, personnel and R & D are of amuch more elementary character (See 
Annexure IX) 


4-14 What conclusions can one draw from the above analysis. One can either say that it 
is the conglomerate nature of the Birla Companies which are involved in the production of cement 
which leads to the particular inadequasies described above. This hypothesis, howover, is not fully 
supported in. view of the information available about-Mysore Cements which has specialised in the 
production of cement, but still suffers from the same inadequacies. Such information as we have 
been able to obtain about other cement companies such as. Jaipur Udyog and Dalmia Cement, which 
were classified by the Dutt Committee as belonging to the Dalmia Jain Group, indicates that their 
approach tc personnel management and R & Dis also not very different from that observable in the 
Birla Companies. These companies by themselves are not conglomerates though they also pcssibly 
of a vast conglomerate. Perhaps, it would not be unreasonble to concluder from this thatit is the 
conglomerate character of such Groups and their traditions of management which make for these 
particular inadequacies. It should also be noted that one of the main points to be observed about the 
applicant company and the inter-connected. companies producing cement is that in most of these 
companies, there are no whole-time Chairman or Managing Directors. The basic decisions are all 
taken by Boards of Directors, and senior executives are in day to day charge. There is little attempt 
at systematic building up of cadres of professional managers. These inadequacies persist in spite of 
the fact that the companies, through effective and shrewd management including diversification, 
show sustained good financial results. 


4-15 When we compare this situtaion with the prevalent in the ACC, which has essentially a 
professionally organised management, it suggests another hypothesis, namely, that it 1s the approach 
to the management prevalent in these inter-connected companies that is responsible for the inadequ- 
acies that we find in these companies. The financial success of these companies cannot of course 
overlooked, and this has a certainly benefited their shareholders, But their managements have not 
been organised with a view to making a continuing and long-term contribution to technological and 
economic development. There is an emphasis on short-term and especially financial management, 
and there appears to be inadequate appreciation of the importance of long-term development— 
either in terms of personnel or ip terms of R & D. 


4-16 When the question of the company’s approach to R & D was raised during the public 
hearing, it was claimed on behalf of the applicant company that it isa member of the Cement Research 
Institute of India which carries on technical research in the Cement Industry. It was further claimed 
that all the cement producers are making contributions to the Cement Research Institute and the 
research activities of the Institute are able to meet the R & D requirements of all the cement producers, 
Shri K.V. Talcherkar, Technical Director of M/s. Holtee Engineers Pvt. Ltd., who was present on 
behalf of the company in the public hearing as an expert in Cement Industry stated that the research 
in Cement Industry broadly falled into three fields :— ; 


(a) In developing improved cement manufacturing machinery; 
(b) In improving basic types of cement and cement products; and 
(c) Operational Research. 
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It was stated that item (a) will be within the scope of cement machinery manufacturers and the 
basic research in different types of cements (item (b)) can be best taken care of by large Research Orga- 
nisation equipped with suitable research facilities and staffed by top class scientists. It was further 
stated that an individual cement manufacturer has only to take care of item (c) above. The company 
has after the hearing submitted a note on Research and Development in Cement Industries by Shri 
Talcherkar in which it has been claimed that the scope of R & D for individual cement manufacturers 
whether they have single unit or a group of 3/4 units is limited because, from the very nature of food-in- 
data available, they are not in a position to make any substantial contribution in the research field. 
It has been admitted that their contribution in day-to-day operational problems, however, has to be 
significant or else they will not be able to maintain efficient production units. 


4-17 Our enquiries from the cement Research Institute, however, reveal that the R & D 
programme of the Institute is formulated on a “mission oriented” basis and the Institute has already 
drawn up a 5 year programme of R & D objectives setting out thirty-four objectives on the basis of 
what is required to be done and what could be possibly done in the foreseeable future. These 
objectives have flown out of the needs of the industry on a national basis. The Missions required to 
be achieved in order to fulfil the objectives are first identified and the projects required to be tackled 
in order to achieve the Missions are then arrived at. It is, thus, evident that the R & D require- 
ments of each cement plant including those relating to operational matters cannot possibly be attended 
to by the Central Research Institute. It is well-known that the object of an All India Institute in a 
particular industry is to cater to the research needs of the industry on the national basis and not to the 
specific. problems of individual units. 


4-18 As regards the staff recruitment policy of the company it was claimed during the hearing 
that recruitment for the second line of management during last few years was also made out of per- 
sons fresh from universities/institutes and they were strained by the company. A list of persons recru- 
ited during the year s 1970, 1971 and 1972 who were fresh from Institutes and colleges appear at Ann- 
exure X. It would be seen that the number of graduates/post-graduates or persons with equivalent 
qualifications (e.g., C.A.) recruited during the aforesaid period were rather small, looking to the 
size of the company. Further, the recruitment and training policies of the company have been dis- 
cussed earlier in paras 2-09 and 2-10 and the mere fact that some Engineers, Commerce Graduates and 
Chartered Accountants were recruited by the company at the middle level does not change the basic 
fact that the company has no systematic and modern recruitment and training policies. 


4:19 It can be claimed on behalf of the applicant company that the applicant company being 
already in the cement industry for quite some time, its being permitted to set up an additional 
cement unit would facilitate the development. of a specialised approach to managing these units and 
thus create the possibility of more sustained efforts towards developing technology. There is undoub~ 
tedly some plausibility about this argument. At the same time, it cannot be ignored that even Mysore 
cements, an inter-connected but special is decompany, has not taken the desirable approach in this 
respect. This is obviously a shortcoming in the approach of the top management of this inter-connect- 

_ed group. What should possibly be looked for is a method by which the control of the present top 
management can be diluted and some other elements introduced at the top which would bring to bear 
a more professional and modern approach supplementing the present one. 


Illustration to show quality of managements 


4-20 So far as the shortcoming in the approach of the top management of the applicant 
company and its inter-connected undertakings are concerned, we would like to mention a glaring inst- 
ance which has come to our notice and which reflects adversely upon the quality of the management 
of the applicunt company. It had come to the notice of the Commission that Shri S.P. Chhaochh- 
aria, son of Shri R.K. Chhaochharia, President of the applicant company, was appointed as a Manage- 
ment Trainee in the said company w.e.f., ist April, 1963 on a remuneration of Rs. 1,000/- per month 
with Provident Fund facilities. Shri §.P. Chhaochharia was paid much higher salary/income in the 
subsequent years as would be seen from the following figures :— 


Fiuancial year Income under the head salary 
1963-64 ° ry o . ° * ° ° . ° . . . Rs, 13,000 
1964-65 . . e e ry . . . . . « . . Rs. 15,600 
1965-66 « . . . . . 3 . ‘ . * . * Rs. 15,900 
1966-67 ° . . . . ° . . . . . * Rs. 36,300 
1967-68 ° . . . . . . . . : . > Rs. 44,875 

Totae = © 8 8 8 eee we Rs, 25,675 


4-21 According to the letter of appointment dated 18th March, 1963 issued in favour of Shri 

§.P. Chhaochharia, he was appointed as a ‘trainee’ when he had already secured admission at Birla 

Institute of Technology, Ranchi, for qualifying as an Electrical Engineer and was required to attend 
18—10 M of LJ&CA/ND/79 
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to the practical training at the establishment of the company in Calcutta/Birlapur only during the 
vacations of the college. Further, ia case of default of any of the terms specified in the appointment 
letter, Shri S.P. Chhaochharia was liable for damages and his father Shri R.K. Chhaochhariato stand 
as ‘guarantor’ and surety for the performance of the terms and conditions specified in the letter of 
appointment. 


4:22 Later on Shri Chhaochharia changed over from Electrical to mechanical Engineering 
After obtaining his degree in Mechanical Engineering, Shre Chhaochharia wrote to the company on, 
Ist Merch, 1968 saying that he had no real liking or aptitude for Mechanical Engineering and as 
such he was not interested in Mechanical Engineering as his lifc’s career. He, thereforc, asked for a 
rclease from any obligation to serve in the applicant company. The company vide its letter dated 
4th March, 1968. released Shri Chhacchharia from the terms and conditions of the appointment letter 
and terminated the appointment w.e.f. 31st March, 68. Enquiries have revealed that this appointment 
was made not as a result of any recruitment programme or in response to any public advertisement, 
but on the basis of a verbal request to Shri R.L. Thirani, ancther President of the company. The 
applicant company has clearly admitted that it does not have any scheme as such for recrutting 
Management Trainees. The company does not have any specific programme for training excepting 
for impariing on-the-job training. The company does not have any standardised appointment 
letter and jor any standardised terms and conditions of appointment for its trainee. It is pertinent to 
mention here that the company did not recruit any other traince during the 10 year period frem 1962 
to 1972."No Board resolution was passed for the appointment of Shri Chhoachharia as Management 
Trainee who was the solitary trainee during the aforesaid pericd of 10 years. As would be seen from 
the figures given earlier, Shri Chhoachharia was paid a sum of Rs. 1,25,675 during the financial years 
1963-64 to 1967-68. There is nothing to show that he rendered any services to the company. Fur- 


ther, no damages were claimed from Shri Chhaochharia according to the terms and conditions of the 
letter of appointment. 


4-23 Having regard to the above facts, it appears to be a case of an ex-gratia payment to the 
son of a Senior Executive of the company. ‘When the representatives of the company were questioned 
on this point during the course of public hearing on 18th September, 1973, they had no explanation 
whatsoever to offer. Tt was merely stated that such payments may not recur n future. This glaring 
instance which has come to the notice of the Commission reflects adversely upon the quality cf the tep 
management of the compary and lends support to the finding that the Company facks a sense of pro- 
fessional management. It is still being managed on old-fashioned lines of a private business control- 
led by an individual owner or a famity. 


Biker Governmient’s comments on Company’s proposal 


4:24 The State Goverament of Bihar has offered the following comments on the proposal 
of the company :-— 


1. “The proposal of the company is to set up a clinker plant at Patratu and to take the clinke 
to Durgapur for manufacture of Slag cement. As per plans of Bokaro Steel Ltd. granu 
lated slag for manufacture of slag cement will now be available at Bokaro. The State 
Government had requested the applicant company to set up the slag cement grinding unit 
either at Patratu cr at Bokaro. No reply has so far been received by the State Government 
from the company. The State Government have been trying to hold a discussion with 
this company regarding this, but the discussion has not materialised so fax. 


2. The views of the State Goverament are that the company should set up the clinker plant 
at Patratu but the slag cement grinding unit may also be set up either at Patratu cr at 
Bokaro. Power is available for the proposed plant at Patratu. There is sufficient lime- 
stone for one cement plant but the applicant compaay is not holding any mining lease for 
limestone in this area. But a prospecting licence has been granted to M/s. Birla Jute 


Manufacturing Company for limestone in 638 acres in village Uparbarga of Hazaribagh 
District.” 


In view of the fact that the company has already been granted a COB licence for manu- 
facturing Slag Cement at Durgapur, the plant is already in the process of being set up, and the clinker 
plant proposed to be set up at Patratu is in fact merely a captive unit for the Durgapur cement plant 
it is not practicable at this stage to consider the suggestion of the State Government of Bihar that 
the company may set up a slag cement grinding unit also at Patratu itself. The company has al- 
ready entered into a long term agreement with M/s. Hindustan Steel for buying slag from Durgapur 


Steel Piant. The question of utilising the granulated slag produced at Bokaro cannct also be-consid- 
eted in connection with the present proposal, 


CHAPTER V_ 
SCHEME OF FINANCE 


5:01 According to the particulars furnished by the Company in its application the total 
capital outlay on the proposed project was estimated at Rs. 525 lacs. Subsequently, the company 
has revised its estimate having regard to the fact that the application was made im September, 1972 
and since then there has been some escalation in costs. The revised capital outlay of the project has 
now been shown at Rs. 600 lacs. 


5:02 The details of the revised financial outlay for the proposed project are as under: 


TABLE 10 
(Rs. in lacs) 

Land and Development - : . . . . * . . —~20 20 
Building: (a) HousingColony «+ * + © © «© « —30 

(b) Factory Building - . . . . : : 75 

Total (a+-b) - . . A ‘ 3 : A - 105 
Plant and Machinery 

(a) Water Supply . . : . ‘ . F —6 

(b) Railway Site . . 7 < S . —~15 

(c) Workshop and Laboratory . . . . . —4 
Main Plant upto Clinker State including quarry: 

(a) Equipment and Electricals etc. ° ‘ ‘ * , ~-400 

(b) Erection - . . . . . ‘ e . 435 
Pre-operation and Proving expenses. « . * > . . : —15 
Total Machinery + : . . . . , : ‘ fi 475 

Grand Total . : . . . . . . ° 600 


Sources of Funds 


5:03 The company has submitted a cash flow which is placed at Annexure XI. A summary 
of the cash flow is given below: — 


TABLE 11 : 

(Rs, iat lacs) 

Source of Funds Amount 

1. Profit for four years (1972-73 to 1975-76) + . . ° . , . . , . oy 2440: 84 
2. Debentures—8% 1981/83 . . . . . OS . . ° . . ‘ 100-00 
3. Term Loan for Durgapur Cement Works + . ° 7 . . ° 7 ° ° . 150-00 
4. Deferred payment/Term Loan for patratu Project ‘ ° . . ie 150-00 
5. Working Capital Loan—(Durgapur Cement Works) - . 7 < 7 . : , . 60° 00° 
6. Working Capital loan—Patratu Project ‘ . 7 7 : : : . . : ‘ 50:00 
1. Tax Refund . . . ‘ e . . . ° . . . e . 30: 00 
8. Investments Sold - . . . . . . 7 . . 7 : : : : 9-52 
9. Decrease in Stocks etc. ° 7 7 . ‘ 7 : 7 : : 7 . 7 . 96°41 
Total . . . . « . . . . . o * . . . ° 3086: V7 

Utilisation 

1. Dividend . e . ° . . . . . . . . . . . ° 225° 12 
2. Repayment of Term Loan—Durgapur Cement Works - : : : : fT gts . TS 00 
3. Deferred payments for Units other than Patratu : : ‘ ‘ " : : : 32°77 
4 Tax liability . Py . . . . . . ry . ; . . ° . 644 00 
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‘ , . . » 600-00 


5. Fixed Assets Patratu Project . . 
Durgapur Project - . . . oo. . . : 457: 80 
Others units . ’ . . . . ‘ 243-73 
6. Working capital Patratu Project ‘ . . . . : . . . , . 75°00 
; Durgapur Cement Works . . . . . . . . . 100: 00 
7, Investment Bihar Alloy Steels . ° . . . . . , . 50-00 
Others e . . . . . . e . Py . . . -06 
8. Loans to Bihar Alloy Steels - . . . . . . . . . . . ‘ 450-00 
9. Increase in stocks etc. ‘ ‘ . ’ 64°25 
Total * . . . . . . . . . . . . . ° « 3028-73 
Surplus/Deficit for the year . . . . . . . . . 58-04 
. . ry . . . 89. 13 


Add: Opening Surplus - . : ° 


Closing Surplus . 147-17 


The company has submitted the aforesaid cashflow on the basis that the completion of company’s 
formalities with Government Departments will be completed by December, 1973 and that the comple- 
tion and trial runs of the project will be taken from February, 1976. 


Analysis of Cash Flow Statement 


5-04 The Cash Flow statement (Annexure XI) indicates that the company will rely solely on 
internal generation for financing the proposed prcject,, As a matter of fact the internal generation 
is also proposed to be utilised for financing the Durgapur Project as well as for advancing a loan of Rs. 
450 lacs to Bihar Alloy Steels. It further appears that the company has given an undertaking to 
Bihar Alloys Steels as also to the financial institutions that it will bring in additional funds by way of 
unsecured loans, deposits upto a maximum of Rs. 150 {acs to meet any shortfall in financing the cost 
of the project and or working capital loans acceptable to the financial institutions and also a fur- 
ther undertaking that should be over run on the project including working capital requirement exceed 
the aforesaid Rs. 150 lacs, the company and Bihar Alloy Steels would procure such excess finance by 
way of unsecured loans and or deposits on terms acceptable to the financial institutions. It may be 
mentioned here that the scheme of finance does not take into consideration these financial commit- 
ments of the company. 


Internal Generation 


5°05 The projected balance-sheets and profit and less accounts submitted by the company 
for the years 1972-73 to 1975-76 have been analysed and the financial data has been summarised in the 
following manner :— 


(a) Statement showing cost of sales and profit . . . . . . . » Annexure XII 
(b) Statement showing financial position - 7 . . ° . ° . * Annexure XTIT 
(c) Statement showing financial ratios - . . ° . . . : * Annexure XIV — 


‘The company has taken credit for a gross internal generation of Rs. 2,440-84 lacs and a net 
internal generaticn (after providing for tax and dividend) of Rs. 1,560-72 lacs during the project period. 
As against this, the net internal generation during the last 4 years (after providing for tax and dividends) 
has been much lower i.e. Rs. 1,025-81 lacs. The data regarding gress and net internal generation 
during the past four years and the project period isasunder:— 


TABLE 12 
Internal Generation of Funds from 1968-69 to 1975-76 





Year Gross profit before Tax Provisions Dividend Net Internal genera- 
depreciation, deve- tation 
lopment, rebates and 
taxes 
e0) (2) (3) (4) (5) 
Actuals : 
1968-69 > 7 . 309° 61 54-00 38-31 217-30 


1969 70 - : : 451-01 110-00 44:30 296° 71 
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1 2 3 4 -  § 














1970-71 - , : 45651 141-00 52°28 263-23 
1971-72 + : : 434-84 130-00 56°27 248-57 
1651-97 435-00 191-16 1025-81. 
Projections 
1972-73 - . ° 530-84 155-00 56:28 319° 56 
1973-74 + . . 555-00 100-00 56°28 398+ 72 
1974-75 + . ° 665-08 200-00 56:28 408° 72 
1975-76 ° ° . 690-00 200-00 56+ 28 433-72 
2440: 84 655-00 22512 1569-72 
Sales Estimates 
5.06 The turnover of the company during the last 4 years has been as under:— 
(Rs. in lacs) 
Year Turnover 


. 
. 
° 
2 
. 
. 


1968-69 7 : : : : ° : + 2,228-°17 
1969-70 - F F . ° . : . . : . F : . : A *  2,401-00 
1970-71 + ‘ . . . . 7 . 5 . . . F . . . *  2,682° 56 
1971-72 ° - d . F . . ‘ 5 A P : - . ; ‘ * 2,962 72 


The company has given the following estimates of its turnover during the project period :— 


1972-73 ° ° . . . . . . « ° ° ° * . * e 3,619- 29 
1973-74 - . . * . . . . . . . . . . ry * 3,422°00 
1974-75 ° . e . . . . . > . . . * . . e * 4,124-50 
1975-76 . . . . . . ° . ° . . ° . . . . . 4,339- 50 


It will be observed from the above data that the turnover during the year 1972-73 is expected 
to increase by Rs. 657 lacs as compared to the year 1971-72 (which werks out to an increase of 22:2 %), 
The increases in the estimates of sales for the years 1974-75 and 1975-76 are still higher. 


Examination of estimates of sales 


5.07 The increases in the estimates of sales for all these years are primarily on account of 
increases in the estimtes of sales of the Cement Division. According to the company the Durgapur 
Cement Plant will go into production in 1974. The company has estimated the sales of the Durgapur 
Plant at Rs. 30, Rs. 503 and Rs. 681 lacs during the years 1973-74, 1974-75 and 1975-76 respectively. 
The company has also estimated higher sales for Satna and Chittorgarh (Birla Cement) plants during the 
entire project period. This would be evident from the following combined sales figures of Satna and 
Chittorgarph plants for 1969-70 to 1975-76:— 


TABLE 13 

(Rs. in lacs) 

1969-70 ° . . ° . . . . ° . * . . ° . 1,077 
1970-71 ° . ° e . . . e e oo. ‘ Z ‘ . ‘ 1,066 


1971-772 * 5 + 8 : . . se ee 1090 
1972-73 °* * . * ° . . e . . . . aay 1,571 
1973-74 ° . ° . e . ° . . . . 1382 
1974-75 ° . . . . . . . . . . . . . ° 1,586 
1975-76 - : : . . “ ° i 7 1,608 


5.08 So far as the Durgapur Cement Plant is concerned, the estimates of sales are based on the 
assumption that the plant will go into production by the beginning of 1974. In this connection 
it is pertinent to mention here that so long as the Patratu Plant does not go into production the prod uc- 
tion of cement at Durgapur Plant would depend upon the availability of Clinker from Satna Plant 
which, in turn, will depend upon the availability of wagons. The requirement of wagons can be 
imagined from the fact that according to the company 1-4 and 1-8 lac tonnes of Clinker will have to 
be transported from Satna to. Durgapur during the years 1974-75 and 1975-76 respectively. In view 
of this, the estimates given by the company cannot be relied upon completely. 


30 


5.09 So far as the estimates of sales for Satna and Chittorgarh plants are concerned, the 
main reason for the increase in sales is the increase in the capacity of Chittorgarh plant from 2 lac 
tonnes te 4 lac tonnes. Se far as the year 1972-73 is concerned, it nas been stated that cement and 
clinker stocks had piled up in the year 1971-72 and this was responsible for highet production and | 
despatches of cement during the year 1972-73. In support of this, the company has furnished the 


following figures :— 











TABLE 14 
(in tonnes). 
1971-72 1972-73 
Santa Chittorgarh Santa Chittorgarh 
Cement Production * 546422 264632 685805 373018 
454378 264159 703808 379315 


Despatches 





It is pertinent to mention here that the capacity utilisation m these two. cement plants im the year 
1972-73 was 107.8% (production of 10,58,823 tonnes as agaiast the installed capacity of 9,81,000 
tormes). Even in the years 1969-70 and 1970-71 the company was able to achieve a production of more 
than the rated capacity. Having regard to the prevailing power and wagons shortages, it ‘may not 
be possible to assume a production of more than the rated capacity. In view of this the estimates of . 
sales of cement for 1974-75 and 1975-76 are considerably on the high side. 


5.10 In regard to the Calcium Carbide Division, the maximum sales of Rs. 250 lacs were achi- 
eved during the year 1971-72 whereas the company has estimated the sales during the year 1973-74, 
1974-75 and 1975-76 at Rs. 265, Rs. 275 and Rs. 280 lacs respectively. Having regard to the fact that 
the installed capacity of Calcium Carbide Division is 12,300 tonnes and the company had achieved a 
production level of 14,329 tonnes in 1971-72, it is not likely to exceed the sales figure for the year 


197t-72 any time during the project pericd. 


5.11 As regards to Staple Fibre Division, the maximum figures of actual sales was Rs. 511 
lacs during the year 1971-72 whereas the company has estimted the sales at Rs. 651, Rs. 630, Rs. 640 
and Rs. 650 lacs during the four years of the project pericd. It has been stated that the company 
expects a substantial increase in the sales of staple fibre on account of heavy demand of fabrics from 
Bengla Desh which has contributed to the increase in the internal demand of yarn. Thereis no definite 
evidence to show that the estimates of sales for the project period woul¢ be more than 25% of the peak 
figure of sales achieved during the year 1971-72. The lower estimate of sales for the year 1973-74 
has been attributed to the reduced supply of stable yarn. 


Gress: Profit Ratios fer Company—Past and Project Periods 


5.42 ‘Fhe overalt gross profit margins of the applicant company during the previous years. 
and in the project period are given in the following table:— 














TABLE 15 
Year Sales Gross profit (after Percentage of gross 
depreciation but be- profit to sales 

fore development 

rebate and taxes) 
1967-68 - . . . . . . 2,167: 38 138+ 69 6+3. 
3968-69 © ts 2,228° 17 162-81 7:3. 
4969-70 - : 2 . . . . 2,401°00 306-34 12°74 
1970-71 - . . . . . : 2,682: 56 327° 43 12>4 
4971-72 - . . . . . 7 2,962 72 246+ 27 8-3. 

Projections 

4972-73 - 7 . . : . 3,619 29 349° 84 9:6 
1973-74 - 7 7 . . . . 3,422° 00 313-00 9 6 
1974-75 - . ‘ . : : : 4,125-50 448-00 10-8 


4975-75 . . . . : : 4339+ 50 495-00 13-4 
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A perusal of the above data would indicate that the company had earned gross profit rates 
ranging from 6.3% to 12.7% during the last 5 years (1967-68 to 1971-72) whereas during the period 
1972-73 to 1975-76 it hopes to earn gross profit rates unranging between 9-1 to 11-4%. The overall 
gross profit rates for the project period do not appeai to be reasonable but as would be soen from 
the succeeding para the position is different when division-wise profit ratios are considered. 


Division-wise profitability 
5.13 The company was askee to furnish its division-wise ratios of gross profit (afte: depreciat- 
ion but before development rebate and taxation) to sales (net of excise). The data in regard tc the 
division-wis2 profitability fot the past 4 years and for the project period is given in Annexuies XV and 
. KVI respectively. A perusal cf the division-wise gross profit ratios to sales indicates that the gross profit 
estimates for the project period, specially those relating to Calcium Carbide and staple Fibre Divisions 
are on the high side. So far as Calcium Carbide Division is concerned, the gvoss profits after depreciat- 
ion ranged from 13.7% to 21.22% during the past four yeats whereas the company has assumed gross 
profit ratios varying between 23:6% and 24.9% during the years 1973-74 to 1975-76. During the 
fast 4 years the gross profit ratios after depieciation for staple fible Division ranged between 2.31% 
and 8-9% us against an cstimate of 14°% for the project petiod. The other estimates of gross profits 
appear to be reasonable. 


Company’s case regarding gross profit rates 


5.14 The company has tried to justify the increased profitability of staple fibre and Calcium 
Carbide Divisions on the following grounds :— 


(a) During 1972-73 due to demand from:Bengla Desh and improved internal demand the 
profitability of Staple Fibre Division improved to 15%. The company anticipates the 
trend to continue. 


(b) Power is a major factor in the working ot the Calcium Carbide Plant. In anticipation of 
improved power supply the company expects the efficiency of Carbide Plant to improve. 


There bas been some increase in the selling price of Staple fibre from the year 1971 to 1973 aad 
this may justify some increase in the profit ratios for the Staple Fibre Division. The position regerding 
the Calcium Carbide Division of the company is, however, quite different. The company has assumed 
that the power supply would improve. |The Calcium Carbide Unit of the company is located in 
24 Parganas, West Bengal. The powe: supplv position in West Bengal is not good and the prevailing 
power shortages are likely to persist for some time. In view of this, the contention of the company 
regarding the increase in the profitability of the Calcium Carbide Division cannot be accepted at its 
face value and there is likely to be shortfall in the profit ratios as assumed by the company. 


Return of Capital employed 


5.15 The data regarding the return on capital employed during the Isast 5 years and the 
estimated return during the project period are given below:— 














TABLE 16 
Year Average capital Gross profit (after Percentage return 
employed depreciation but be- on capital employed 
fore development 
and taxes) 
1 2 3 4 
Actuals 

1967-68 2 6 6 ee 1549-82 138-69 8-9 
1968-69 -  - + + eee 1587-17 162-81 10-2 
dl a ae 1645-73 306-34 18-6 
ROTQET Meh. Sikes Wei eR AE 1682-82 . 327-43 20-1 
Ld i i a er 1703-36 246-27 14-4 
1972-73 = + + ee 1886-02 349-84 18-6 
1973-74 - é : . . : . 2182-32 313-00 14-3 
1974-75 © + + ee 2383-46 448-00 18-7 
1975-76 , ‘ ‘ . r : , 2662.41 495 .00 18.7 


OT  OOOC?O'OOOO Ow OOD 
(Note :—In ‘working out the gross profit figures the interest has not been addcd back fer the sale of uniformity, Ifit is 
adjusted the return will be still higher.) ; . 
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It will be observed from the above data that the average return of gross profit on capital employ- 
ed during the period 1967-68 to 1971-72 came to 12.7% although the highest figure was 20.1% dur- 
ing the year 1970-71. As against this, the return during the years 1972-73 to 1975-76 has been assumed 
between 14.3% to 18.79%. Thus the margin on capital employed, estimated during the project period 
is higher than the average return earned by the company during the past five years. : 


Proposed loan of Rs. 4.5 crores to Bihar Alloy Steel Limited 


5.16 M/s. Bihar Alloy Steel Limited was a subsidiary of the applicant company until 14th 
July, 1971. According to the latest available balance sheet the applicant company holds 2,50,000 equity 
shares of Rs. 10 each. As per the Director’s report of Bihar Alloy Steel Ltd. the applicant company 
is expected to meet the gap in the requirements of the Alloy Steel Project of the said company left 
after raising equity capital of Rs. 800 lacs, and long-term rupee and foreign exchange loans from 
financial institutions. The relevant para of the Director’s 1eport is 1eproduced below:— 


_ “To implement this pioject, your Directors have decided to raise a total capital of Rs. 800 
lacs consisting of equity capital of Rs. 700 lacs and preference capital of Rs. 100 lacs. The 
capital is proposed to be raised from the Financial Institutions and the public besides the 
existing shareholders of the Company and othes. The balance cf the requirement would 
be met from long-term foreign exchange loans and rupee loans from the financial Institut- 
ions and Birla Jute Mfg. Company Limited.” 


From the cash flow statement cf the company it is cleat that it would be required to 
spare Ks. 450 lacs to M/s. Bihar Alloy Steels Ltd. Further as mentioned in para 5.04 above the 
company will have some further financial commitments in this regard. In this connection, the 
company has made the following submission:— 


“The loan to Bihar Alloy Steel Limited: This was sanctioned when the said company was a 
subsidiary of this company, as such, it did not attract Section 370 of the Companies 
ct.” 


The compliance of the provisions of the Indian Companies Act in regard to this loan would 
no doubt be looked into by the Department of Company Affairs and the Commission is merely concern- 
ed with the possible outgo from the ‘internal genetation of funds’. 


Revised Cash Flow Statement 


5.17 During the course of the public hearing om 18th September, 1973 the representatives of 
the company submitted to the Commission that the cash flow statement as submitted by the company 
earlier needs to be further revised in view of the recent increase of Rs. 10 per tonne in the price of cement 
and some other factois which were formerly not taken into consideration. The company has on 19th 
ra fea 1973 submitted a revised cash flow statement (Annexure XVII) which is summarised 

low'— 


TABLE 17 
(Rs. in lacs) 
Sources of Funds Amount 
1. — Profit for four years (1972-73 to 1975-76) : 7 . ° 7 . , . . > 2,416-69 
2.  Debentures—-8% 1981-838 > 6 8 eee 100-00 
3. Short-term loan for Durgapur Cement Works . : ‘ . . . ‘ : : 150.00 
4. Deferred payment/short-term loan for Patratu Project . . . . . : : . 150.00 
5. Working capital loan—-Durgapur Cement Works (cash credit A/C) - : . ‘ . 60.00 
6. Working capital loan—Patratu Project (Cash Credit A/C) . . : . : . ‘ 50.00 
7. Tax Refund . . . . . . . . . . . . ‘ . 30-00 
8. Investment Sold - ‘ : : o ‘ . ‘ . ‘ . . . . . 9.52 
9. Decrease in Stocks etc. - : . : . . . . . . : . : 96.41 
10. Interest free loan under West Bengal Incentive Scheme Durgapur Cement Works ’ . . 32.00 
11. Additional accuals due to: 
(a) Reduction in export duty on Jute Goods . . . . . . . . . 50-00 
(b) Increase in retention price of cement @ Rs. 5 per tonne (while assessing the profits of Cement 
Division the Company Claims to have assumed an increase of Rs. 5 per tonne) 7 . 172.98 
(c) Reduction in tax liability under the Direct Taxes (Amendment) Bill, 1973 on account of— 
(i) Initial depreciation ‘ . . : . : . 75.98 


(ii) Tax exemption on 20% of profit for industry (Durgapur Project) being in backward area 2.31 
Total 3,395.69 





133 








Utilisation of Funds 
1, Dividends . . . . . . : : : . . . : . - 252.13 
2. Repayment of Short-term Loan—Durgapur Cement Works . . : ‘ . . . 106-00 
3. Deferred payment for Units other than Patratu . . . . . ‘ . . : 29°31 
4. Tax liability . . . . . . : . . . . . . . . 655-00 
5. Fixed Assets —Durgapur Cement Works : . se . . . . . 457.80 
—Other Units - . . : . . : . : : . . 257.71 
Patra Project © 8 600.00 
6. ' Working Capital —Durgapur Cement Works . : oo ‘ . : . ‘ 100-00 
—Patratu Project . 2 os . ‘ . so : . . 75:00 
7. — Tnvestments ~Bihar Alloy Steel Ltd. —- . , . ‘ : . , . . 50-00 
, —Others - . . . * . . . . . . ° » 0-06 
“8. Loan to Bihar Alloys Steels Limited : : ts et . . eae - 450-00 
9. Increase in Stocks etc. - soos . . ae . . . . . . : 64.25 
10. Additional tax liability on increase in profits as per item 11(1) and 11(b) above + ; . : 129-74 
Total  . . «3,221.02 
Surplus/Deficit for the year + . ‘ . . . so . . . . . 174:67 
Add Opening surplus - , . , . . ° . . 89°13 
Closing surplus = « . . ‘ ‘ . ‘ . ‘ ‘ . . ‘ 263:80 


a 


5.18 The important changes in the revised cash flow statement submitted by the company are 
discussed below:— 


(a) 


(b) 


(c) 


(d) 


The company has substituted the estimated figures fo1 the financial year 1972-73 by the 


actual figures which are since available. This is in order. 


The company has shown Rs. 32 lacs as interest free loan under. West Bengal Incentive 
Scheme for Durgapur Cement Works during the financial year 1973-74. The existing 
units in the industrially developed areas of West Bengal with an average Central and 
State Sales Tax liability of Rs. 3 lacsor more pet year during the last three years are entitled 
to a return otf sales tax credited by them during preceding three years by way of interest 
free loan for their new projects or fo. substantial expansion of their existing units in the 
State. It has been claimed that the company had paid Rs. 32 lacs by way of Sales tax 
to the State of West Bengal duting the preceding three years and as such would be er:titled 
to an interest free loan of the said amount. According to the Package Scheme of Incen- 
Mae Development of Industries in West Bengal, the company is entitled to an interest 
ree loan. 


The company has claimed increase in profits to the tune of Rs. 50 lacs, on account of de- 
crease in export duty from Rs. 600 per tonne to Rs. 200 per tonne on hessian and from 
Rs. 150 per tonne to nil on sacking (cloth and bags). The company had paid Rs. 40.666 
lacs and Rs. 63.029 lacs on account of Export Duty during the financial years 1971-72 
and 1972-73 respectively. The company has claimed additional profits of Rs. 10 lacs, 20 
lacs and 20 lacs on account of reduction in export duty during the financial years 1973-74, 
1974-75 and 1975-76 respectively. If the company succeeds in maintaining its exports 
senor level, the estimates of additional profits made by the company may be 
achieved. 


The company has claimed the entire amount of Rs. 172-98 lacs, which is likely to accrue 
to it on account of the increase in the price of cement by Rs. 10 per tonne as against Rs. 5 
per tonnes assumed by the company earlier, as additional profits arising to the company. 
The Central Government has on the recommendation of the Tariff Commission recently 
allowed an interim increzse in the price of cement by Rs. 10 per tonne, In view of the 
rising prices, the cost of manufacture of cement in the coming years is likely to go up. 
In this connection it is pertinent to mention here that an interim increase in the wages 
in the cement industry has already been allowed since Ist June, 1972 and further bipartite 
negotiations are still going on. The entire price differential may not, therefore, be avail- 
able to the company as additional profits. It is further pertinent to mention here that the 


19—10 M of LI&CA/ND/79 


(e) 


(f) 


134 


company’s margins of gross profit (before depreciation) in Satna and Chittorgarh Cement 
Plants were 25.39% and 28.10°% during the financial year 1970-71 and the corresponding 
figures for the yeat 1971-72 were 22.78°% and 31.27%. The profitability ratios are fairly 
high and it may not be possible for the company to raise these figures substantially which 
would be position if the entire price differential is assumed as additional profits. It is 
felt that it would be more realistic to assume a profit margin of 25% or so on the additional 
amount of Rs. 172.98 lacs which may accrue to the company as a result of the increase 
in the price of cement. Proceeding on this basis the additional profits would come to 
Rs. 43.25 lacs as against the figure of Rv. 172.98 assumed by the company. 


The company has claimed additional generation of funds to the tune of Rs. 75.98 lacs on 
account of initial depreciation proposed under the Direct Taxes (Amendment) Bill, 1973 
Rs. 72.23 lacs have been claimed on the Patratu Plant itself. This amount will be admissible 
to the company only after the completion of the Patratu plant and as such may not be forth- 
coming till March, 1976. Even according to the company the patratu plant is expected 
to be commissioned only in February, 1976. This is not likely to be achieved as normally 
a cement plant takes 36 months for commissioning after completion of legal and govern- 
mental formalities. Further, an amount which will accrue only after the completion of 
a plant cannot be considered for financing the same plant. 


The company has shown an outgo of Rs. 129.74 lacs on account of additional tax liability 
on profits referred to in items (c) & (d) above. In view of the aajustments discussed under 
item (d), the tax liability will go down by Rs. 75-4 lacs. 


5.19 In view of the above discussions, the closing surplus of the company will be reduced from 
Rs. 263.80 lacs to Rs. 137.24 lacs. This amoiint will be further reduced when the estimates of szles 
and margins of profit are based on more realistic assumptions as discussed in paras 5.07 to 5.14 


above. 


Views of Departments of Banking and Economic Affairs 


5.20 The Departments of Banking and Economic Affvirs had earlier offered the following 
comments on the project of the company and its original scheme of Finance:— 


Department of Banking 


“By this application, the company has asked for permission to set up a plant at Patratu, District 


Hazaribagh, Bihar, for manufacture of 3-50 lakhs tonnes of cement clinkers per year. 
It may, however, be pointed out that although the company has made an application under 
section 22 of the M.R.T.P. Act, but as it proposed to establish the plant as a unit of its cwn 
and not incorporate a separate company for this purpose, the application should have 
appropriately be made unde: section 21 and not unde1 section 22. However, since the 
considerations that normally weigh for approve! or otherwise of the proposal are the 
same, the application has been examined on its merits. The cost of the project is estimated 
to be Rs. 525 lakhs and the company expects to finance the project from its internal 1e- 
sources. In view of the large capital outlay necessary for the project, the Department of” 
Company Affaits may consider advising M/s. Birla Jute Mfg. Co. Limited to set up the new 
plant, as a new company in which M/s. Bitla Jute Mfg. Co. Ltd. could be permitted to 
take some intercorporate investment. The applicant being a company belonging to one 
of the larger industrial groups and as the project involves diversification away from its 
normal lines of business it may be considered if it would be preferable tc refer the appli- 
cation to the monopolies Enquiry Commission for advice.” | 


Department of Economic Affairs 


“Tt is not clear whether the applicant company desires to set up a new company or an additional 


unit of the existing company. On formation of new companies, views of this Depart- 
ment in regard to the pattern of shareholding are already known to your Department. 
As for setting up of an additional unit of the existing company, we have examined the inter- 
nal resources position and it is likely that the scheme of finance may be found acceptable 
to this Department but in this connection we would like to know details with regard to the 
shareholdings by promoters and their interconnected companies. Information available 
in this Department, which is being given below, is found to be insufficient: 
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TABLE 18 
(Rs. in lakhs) 
(i) Non-resident - : . . : . . . . 0-68 0-2% 
(ii) Directors , , . ‘ : ‘ . : : 24.49 6.1% 
Gi) LLC. Unit - 5 wet : . , : . 26°97 67% 
(iv) Companies registered under the Companies Act ‘ : 119-60 30:0% 
(v) Other including one share-holder holding Rs. 28 lacs worth of shares 227-16 57:0% 
398-90 100-00 





As you will observe, the last two groups of shareholders hold 87% of the equity shares but 
is not known how much is held by the promoters and companies with which they are. inter- 
connected. This information is required with a view to determining the extent of disinvest- 
ment so that the applicant company, which is already listed, is made to confirm to the list- 
ing requirements currently in force.” 


Subsequently when the shareholding pattern indicating 45-3°% holding of Birla and inter- 
connected companies etc. was made available to Department of Economic Affairs they expressed the 
following views :— . 


“The Scheme of finance is acceptable if the company goes for term loans from public financial 
institutions to meet the gap in resources and further that, provided the pattern of share- 
holding as on 29th September, 1970 furnished by the Department of Company Affairs 
vide letter No. 2(6)/72-M (1), dated=the 4th December, 1972 obtained at present also, 
this Department would suggest that the Birla ‘Group holding amounting to 45-3 per-cent 
need not be reduced to 40% by dis-investment. . The objective may. be achieved when the 
applicant company comes up for issue of additional capital in future.” 


Conclusion 


5.21 From the foregoing discussions, it would appear that the scheme of finance submitted 
by the company is not wholly based on realistic assumptions and as such the geneiation of funds may 
not be of the magnitude expected by the company and the closing cash surplus may not be any signi- 
ficant amount. It may be mentioned here that according to the revised cash flow (Annexure XVII). 
submitted by the company, it is proposed to obtain term loans of Rs, 150 lacseachfor Durgapur Cement 
Works as well as for the Patratu Project. So far as the Patratu is concerned the company has in 
the alternative suggested a scheme of deferred payments. Thus even according to the company’s 
first proposal, it will have to use term loans to the extent of Rs. 300 lacs in order to make up the 
deficiencies in its requirements of finance. The requirements of term loans may go up by Rs. 150 lacs 
in case the company is called upon to meet its financial commitment to M/s. Bihar Alloy Steels Limited - 
as referred to in para 5:04 above. Thus the total requirements of the company for the term loans 
may be of the order of Rs. 450 lacs. So far as the requirements of 300 lacs for the Dutgapur Cement 
Plan and the Patratu project are concerned, the same are essentially long-term requirements for capital 
projects. In view of this, we are of the opinion that the scheme of finance should be so modified 
as to provide for long-term loans or fresh equity. This matter has been discussed in our conclusions 
and recommendations. 


CHAPTER VI 
CONCLUSIONS AND RECOMMENDATIONS 


6:01 Our examination of various aspect of the application suggests that the proposal to 
set up a new cement Clinker plant at Patratu in the district of Hazaribagh, Bihar, is in itself a commen- 
dble one. The additional capacity is necessary to ensure the proper functioning of the Durgapur 
cement plant of the Company, and this in turn is important to satisfy the growing demand for cement 
in the national economy. Moreover, the proposed location is in a backward district and, through 
utilisation of locally available raw materials and by providing additional employment to the popula- 
tion in an. under-developed area, it will significantly help not only economic growth but reduction in 
regional economic disparities. The size of the plant is also likely to give appropriate cconomic of scale, 
provided raw materials of the required quality are found te be available in the required quantities. 
We assume that this last aspect will be given due consideration by the Industrial Licensing authoti- 
ties before the necessary industrial licence is finally granted. 


6:02 The main doubts regarding approval of the pruposal in its present form arise on other 
grounds. As indicated earlier, the applicant Company is in the nature of a conglomerate and, in spite 
of its financial success, shows in its organisation and management certain inadequacies especially in 
respect of personnel management and the devélopment of R & D. To the extent that these inadequ- 
acies may be considered as arising because of the conglomerate character of the Company, an appro- 
priate remedy would have been to suggest that its existing as well as the proposed cement units should 
be managed by a separate and newly organised company in which the applicant Company may hold a 
certain proportion of equity. This would have made it possible for the management to focusits atten- 
tion specially on problems affecting cement technology and might have been expected to make up 
to some extent the inadequacies which we have mentioned. It would also reduce the concentration 
of economic power represented by the Company which would be enhanced with the proposed ex- 
pansion. 


6:03 This alternative, however, does not appear to be a practicable one in the present context 
as the separation of the cement units at Satna and Chittargarh from the existing company is likely to 
give rise to many complex problems, especially those arising because cf tax considerations, which 
may make the proposal difficult toimplement. Ifonlythe proposed new cement plant istobe managed. 
by a new Company in which the applicant Company would hold a certain proportion of equity, the 
advantages that the new plant may be expected to obtain because of the experience that the applicant 
Company has already obtained in the setting up and operation of a cement plant may not be available 
to it to the fullest possible extent. Further, this is a proposal for a captive plant and as such cannot 
be separated from the main plant which is being set up at Durgapur. It does not, therefore, seems 
practicable at this stage to think of this alternative... At a suitable stage, it may, however, be useful 
to think of bringing together under a common specialised management the cement units of the various 
inter-connected companies of the Birla Group. 


6.04 As we have explained in Chapter IV, our examination of data regarding not only the 
applicant Company but also of the other inter-connected companies producing cement, and a compari- 
son between these and the ACC, have shown that the inadequacies which we have mentioned appear 
to arise in all these inter-connected companies and the approach of their top management has pro- 
bably much to do with it. None of these companies have adopted the kind of approach to personnel 
management—systemtic recruitment, training and development—and the development of R & D 
that we find prevalent in the ACC. This is likely to be due to the approach of the top managements 
of these companies. Their record in terms of financial management has certainly been very good, 
but it has not been combined with modern approaches to personnel management and R&D. These 
latter are of special importance not only to Large Enterprises but the concerned industries as well as 
to the national economy. It may, therefore, be appropriate to introduce in the control of the appli- 
cant Company an outside element which may ensure that in place of the traditional and family based 
approach, the modern professional management approach is introduced at its controlling level. A 
condition to this effect would obviously be appropriate in the context of the considerations laid down | 
under Section 28(c) and (d) of the M.R.T.P. Act. 


6:05 Our examination of the Scheme of Finance presented by the applicant company has 
shown that the Company’s expectation regarding generation of funds to meet the large bulk of the 
capital requirements for the new project is basd on over-optimistic assumptions regarding profits to be 
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earned in future and other considerations. Even then the Company expects that it will have to use 
short term credit in one form or another to the extent of Rs. 300 lacs in order to make up the deficien- 
cies in its requirements of finance. We do fiot quite appreciate the use of short term credits for what are 
essentially long term requirements for capitat projects. In view of these conclusions of ours, it.is our 
view that the Scheme of Finance.as presented by the applicant Company will have to be signifi- 
cantly modified. 


6:06 It is our view that Rs. 300 lacs which have to be obtained from outside sources shoula 
be by way of long term financc—and this may be either by way of additional equity or by way of 
term loans from: public financial institutions. The Commission would prefer the former alternative. 


6:07 In the first alternative, the new equity should be at least for Rs. 150 lacs, i.e., 15,00,000 
ordinary shares, and this should be issued in the first instance to financial institutions designated 
by the Central Government. Only such part of the issue as will not be subscribed by these institutions 
may be thrown open to the general public. In any case, the inter-connected companies (as mentioned 
in the amended application), their directors and relatives should not subscribe to this issue. We 
consider this necessary because only public financial institutions can provide an adequate counter- 
vailing force to the existing control. It is also much more likely that these institutions would be in a 
position to ensure the introduction of a professional element in the top management of the Company 
which would provide the necessary complement to strengthen the existing management where it 
shows certain inadequacies. It would of course be necessary that the Company’s Articles of Asso- 
ciation should be modified to provide for proportional representation on the Board. 


6:08 The alternative to this approach would be that the Scheme of Finance should be so 
modified as to provide for term loans to the extent of Rs. 300 lacs from public financial institutions 
designated by the Central Government. | These loans would be subject to the convertibility clause 
as usually prescribed by these institutions. We assume that with such a provision the institutions 
and the Government will be able to bring about such changes in the equity structure and the contro- 
lling Board as they considex necessary in the interest of the Company as well as that of the national 
economy. 


6:09 When the broad details of the proposed changes in the scheme of Finance of the Compauy 
were communicated to the representatives of the applicant Company during the public hearing, 
they stated that they are in principle opposed to proportional representation on the Board of Direct- 
ors. Even as regards the other proposals, the representatives of the Company were not in favour 
of the same, but asked for an opportunity to make written submissions. The Company has vide its 
letter dated 19th September, 1973 made certain detailed submissions regarding our proposals. It has 
becn stated that the application for setting up a clinker plant should be considered inthe background 
of the acute and critical shortage of cement in the country and the policy pronouncements and pat- 
terns followed by the Government in the matter of granting of cement licences. It bas been stated 
that the Central Government has considered it necessry to issue licences to MonopolyHouses and domi- 
nant undertakings and Letters of Intent have been issued to Century Cement, A.C.C., D.C.M., J.K., 
and Ganges Mfg. Co. Ltd. without any such conditions as are being proposed by the Commission 
in the case of the applicant Company. It has been argued that the considerations of the public 
interest which are envisaged by the Monopolies and Restrictive Trade Practices Act cannot be different 
from the considerations taken into account by the Central Government in issuing Letters of Intent. It 
has been further stated that the application of the Company was not rejected earlier and was refer- 
red to the Commission whereas, in the cases of Ganges Mfg. Co. Ltd. and others, applications were 
previously rejected and, under the changed circumstances, Letters of Intent have been issued to 
them without reference to the Commission. In the end, it has been submitted that no such con- 
diticns should be attached simply because the Company’s application was not previously rejected but 
happens, by what appears to be a mere historical accident, to have been referred to the Commission. 
It has been claimed that the facts and circumstances of the project proposal and the Scheme of 
Finance do not warrant and justify any stipulation or condition with regard tothe issue of fresh 
capital or convertable loan, neither of which are required by the Company. 


6-10 The Commission has to consider each application which is referred to it for inquiry 
and report on its own merits and has to apply the principles of public interest as indicated in Section 
28 of the M.R.T.P. Act, 1969.  Qur examination has revealed serious shortcomings in the top manage- 
ment of the Company especially in its personnel policy and R & D efforts. We are not aware as to 
whether similar circumstances prevail in the cases of other companies whose applications have been 
cleared by the Central Government. As the final decision vests with the Central Government, it 
will no doubt take note of the reasons why the Commission has recommended a certain approach in 
this case and given an appropriate decision. The Commission can obviously not accept the plea that 
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reference of this case is a mattet of histocial accident and that therefore it should not give its findings 
on the basis of its own enquiry but take note of what the Central Government is alleged to have done — 
especially when the Commission has no knowledge of the full circumstances of the other cases. So far 
as the Scheme of Finance is concerned, the matter has alveady been discussed in detail earlier and the 
shortcomings in the existing Scheme ef Finance have been pointed out. 


6-11 


After considering all the facts and circumstances of the casc, our recommendations are 


therefore as follows: 


The proposal of M/s. Birla Jute’ Manufacturing Company Limited for setting up a cement 
clinker plant of a capacity of 3-5 lacs tons at Patratu in the district of Hazaribagh, Bihar, 
should be approved subject to the following conditions: 


1. 


New DEtHI 


Within one year from the date of approval, the Company should issue fresh capital 
to the extent of Rs. 150 lacs (15 lac ordinary shares of Rs. 10 each) and these shares 
should be offered in priority to public financial institutions designated by the Central 
Government on terms as to premium and oth-rwise mutually agreed upon between 
the institutions and the Company ; in case’ no such agreement is arrived at, the terms 
will be decided ‘by the Controller of Capital Issue whose decision will be accepted 
by the Company. 

Only such of the additional issue of equity as would not be subscribed to by the 
designated financial institution would be thrown open for public subscription. 


None of the inter-connected companies their directors (including those of the appli- 
cant Company) and relatives of the directors will subscribe to the new issue. 


Alternatively, the Scheme of Finance may be so modified as to provide for Jong term 
loans to the extent of Rs. 300 lacs being obtained from public financial institutions 
designated by the Central Government, These loans would be subject to the appro- 
priate convertibility clause. 


In either case, the Articles of Association of the Company should be amended so 
as to provide for proportional representation on the Board of Directors. 


(Sd) 
(JUSTICE J.L. NAIN) 
Chairman 


(Sd) 
(D: SUBRAMANIAN) 
Member 


(Sd) 


(H. K. PARANJAPE) 
Member 


Dated Ist October, 1973 


ANNEXURES 
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8, 


10. 
1. 
12. 
13. 
14, 
15. 


16. 
17. 


18. 
19, 


20. 
21. 
22. 
23. 
24. 
25. 
26. 
27, 
28. 
29. 
30. 
31, 
32. 
33. 
34. 
35. 
36. 
37, 
38. 


ANNEXURE I 


List of inter-connected undertakings Controlied by the ‘group’. 


M/s. Aditya Investment (P) Ltd. 

M/s. Asian Distributors Ltd. 

M/s. Bally Jute Co. Ltd. 

M/s. Baroda Investment Co. Ltd. 

M/s. Bharat Produce Co. Ltd. 

M/s. Birla Bombay (P) Ltd. 

M/s. Birla Bros (P) Ltd. 

M/s. Gwalior (P) Ltd. 

M/s. Birla Consultants (P) Ltd. 

M/s. Birla Cotton Spe. & ‘Wve. Mills Ltd. 
M/s. Bengal Rubber Co. Ltd. 

M/s. Central India General Agents Ltd. 
M/s. Central! India Industries Ltd. 

Mjs. East India Investment Co. (P) Ltd. 
Mjs. Eastern India Services & Marketing Co. Ltd, 


M/s. Godavri Corporation Ltd. 
M/s. Gwalior Webbing Co. Ltd. 


M/s. Gwalior Finance Corporation Ltd. 
M/s. Hindustan Discounting Co. Ltd. 


M/s. Indore Exporting & Importing Co. Ltd. 

M/s. Jaipur Finance & Diary Products (P) Ltd. 

M/s. Jansawa & Investment Ltd. 

M/s. Jayant Investment Corporation (P) Ltd. 

M/s. Jayshree Traders (P) Ltd. 

M/s. Kamal Trading Company Ltd. ; ; 
M/s. Maharashtra Commodity Trading Company Private Limited. 
M/s. National Engineering Industries Ltd. 

M/s. Pilani Investment Corporation Ltd. 

Ms. Punjab Ginning & Pressing Co. Ltd. 

M/s. Punjab Produce & Trading Co. Ltd. 

M/s. Rajasthan Industries Ltd. 

M/s. Shekhawati General Traders Ltd., 

M/s. Shree Services and Trading Co. Ltd. 

M/s. Sutlej Cotton Mills Ltd. 

Mis. Sutlej Cotton Mills Supply Agency Ltd, 

M/s. Sugar Agents (P) Ltd. 

M/s. Universal Trading Co. Ltd, 

Mjs. Zenith Distributors & Agents Ltd. 
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ANNEXURE WL 
List of 12 inter-connected undertakings controlled by the ‘group 


2 


S.No. Name of undertaking 


1, 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10, 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 


19, 


20. 
21. 
22. 
23. 
24, 
25. 
26. 
27. 


28. 


29. 
30. 
31. 
32. 
33. 
34. 


35. 


36. 
37. 
38. 
39. 


41. 
* 42. 
43. 


45. 
46. 
47. 
48. 
49, 


50. 


51. 


M/s. Jiyajee Rao Cotton Mills Ltd. 
M/s. Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd. 
Mis. Kesoram Industries & Cotton Mills Ltd. 
M/s. Birla Jute Manufacturing Co. Ltd. 
M/s. Orient Paper Mills Ltd. 
M/s. Century Spinning & Mfg. Co. Ltd. 
M/s. Hindustan Aluminium Corporation Ltd. 
M/s. Mysore Cements Ltd. 
M/s, Zuari Agro Chemicals Ltd. 
M/s. Hindustan Motors Ltd. 
M/s. Aditya Investment (P) Ltd. 
M/s. Asian Distributors Ltd. 
M/s. Bally Jute Co, Ltd. 
M/s. Baroda Investment Co. Ltd. 
M/s. Bharat Produce Co, Ltd. 
M/s. Birla Bombay (P) Ltd. 
Mis. Birla Bros (P) Ltd. 
M/s, Birla Gwalior (P) Ltd. 
M/s. Birla Consultants (P) Ltd. 
M/s. Birla Cotton Spg. & Wve. Mills Ltd. 
M/s. Bengal Rubber Co. Ltd. 
M/s. Central India Ceneral Agents Ltd. 
M/s. Central India Industries Ltd. 
M/s. East India Investment Co. (P) Ltd. 
M/s. Eastern India Service & Marketing Co, Ltd. 
M/s. Godavari Corporation Ltd. 
M/s. Gwalior Webbing Co. Ltd. 
M/s. Gwalior Finance Corporation Ltd. 
M/s. Hindustan Discounting Co. Ltd. 
Myjs. Indore Exporting & Importing Co. Ltd. 
M/s. Jaipur Finance & Dairy Product (P) Ltd. 
M/s. Jansewa & Investment Ltd. 
M/s, Jayant Investment Corporation (P) Ltd. 
M/s. Jayshree Traders (P) Ltd. 
M/s. Kamal Trading Company Ltd. 
M/s. Maharashtra Commodity Trading Uo. Pvt. Ltd. 
M/s. National Engineering Industries Ltd. 
M/s. Pilani Investment Corporation Ltd. 
M/s. Punjab Ginning & Pressing Co. Ltd. 
‘Mis. Punjab Produce & Trading Co. Ltd. 
M/s. Rajasthan Industries Ltd. 
M/s. Shekhawati General Traders Ltd. 
M/s. Shree Services and Trading Co. Ltd. 
M/s. Sutlej Cotton Mills Ltd. 
M/s. Sutlej Cotton Mills Supply Agency Ltd. 
M/s. Sugar Agents (P) Ltd. 
M/s. Universal Trading Co. Ltd. 
M/s. Zenith Distributors & Agents Ltd. 
M/s. Atlas Iron and Alloy Ltd. 
(Subsidiary : M/s. Pilani Investment Corpn.) 
M/s. Express Dairy Co. Ltd. ; 
(Subsidiary : Gwalior Webbing Co. Ltd.) 
M/s. Gwalior Commercial Co. J.td. 
(Subsidiary: M/s. Indore Exporting Co., Ltd.) 


52. 
53. 
54, 
SS. 
56. 
57. 
58. 
59. 
60. 
* 64. 
62. 
63. 


65. 
66. 
67. 
68. 
69. 
10. 
71. 


12. 
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M/s. Indistrial Trust Ltd. 
(*Subsidiary : M/s. Indore Exporting & Importing Company Ltd.) 
Mijs. Nilgiri Plantations Ltd. 
(Subsidiary : M/s. Jayant Investment Corpn. (P) Ltd.) 
M/s. Produce & Share Brokers Ltd. 
(Subsidiary : M/s. Rajasthan Industries Ltd.) 
M/s. Tatnakar Shipping Co. Ltd. 
(Subsidiary : M/s. Sutlej Cotton Mills Ltd.) 
M/s. Ujjain Gen. Trading Society Ltd. 
(Subsidiary :; Central India General Agents Ltd.). 
M/s. Universal Wearing Co. (Jaipur) Ltd. 
(Subsidiary : M/s. National Engg. Industries Ltd.) 
M/s. Bharat General & Textile Industries Ltd. 
(Subsidiary : M/s. Kesoram Industries & Cotton Mills Ltd.) 
M/s. Hindustan Heavy Chemicals Ltd. _. 
(Subsidiary : M/s. Kesoram Industries & Cotton Mills Ltd.) 
M/Js. India Linoleums Limited 
(Subsidiary : M/s. Birla Jute Mfg. Co. Ltd.) 
Mis. Assam Jute Supply Co. Ltd. 
(Subsidiary : M/s. Birla Jute Mfg. Co. Ltd,) 
M/]s. Bharat Overseas Corporation, 
(Subsidiary : M/s. Birla Jute Mfg. Co. Ltd.) 
M/s. Hindustan Motor Corporation Ltd. 
" (Subsidiary : M/s. Hindustan Motors Ltd.) 
Mis. Uteco Limited, Calcutta. 
(Subsidiary : M/s. Hindustan Motors Ltd.) 
M/s, Salt and Allied Indistries Ltd. 
(Subsidiary : M/s. Jiyajeerao Cotton Mills Ltd.) 
Mjs. Birla AG ZUG 
(Subsidiary : M/s. Jiyajeerao Cotton Mills Ltd.) 
Mjs.. Orient General Industries Ltd. 
(Subsidiary : M/s. Orient Paper Mills Ltd.) 
M/s. Air Conditioning Corporation Ltd. 
(Subsidiary : M/s. Orient Paper Mills Ltd.) 
Motolite Limited 
(Subsidiary : M/s. Orient Paper Mills Ltd.) 
N/s. Kerala Spinners Limited 
(Subsidiary : M/s. Gwalior Rayon Silk & Mfg. (Wvg.) Co. Ltd.) 
M/s. Minerals and Minerals Ltd. 
Subsidiary : M/s. Hindustan Aluminium Corpn. Ltd.) 
MIs. Renusagar Power Company Limited. 
_ (Subsidiary ; M/s. Hindustan Aluminium Corpn. Ltd.) 
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ANNEXURE III 
THE BIRLA JUTE MANUFACTURING COMPANY LTD. 
Sytem of Quality Control 


JUTE MILLS DIVISION: 


Standards are aid down for different qualities by Indian Standards Institution (ISI) Export Inspection ‘Council 
(E.1.C.) and other inspecting agencies besides any particular specifications as required by the customers. The quality 
control section has to carry on its checking from selection of raw just to the finished bales and rolls to see if there is 
any deviation or fault or irregularity and inform the management accordingly. 


The quality control section carries on a thorough routine process check. The section is also mantaining daily chart . 
and graphs of ail departments and informs the management accordingly with the deviation, tolerance and immediate 
action required to be taken. 

CEMENT DIVISION: 
The system of quality control adopted in the Cement Division is as under:— 
Limestone: 


This raw material is available from our own mines and samples of the same are collected and tested twice a day 
from the different areas on the day. 


_ _ Limestone transported from Quarry to Factory is being tested at an interval of 2 hours, samples for which are 
‘ being collected from Crusher and also from Trucks directly. A screen test is also conducted twice a week. 


Slurry: 


Samples of slurry are collected and tested from Mills after.every hour. The same are also tested from a‘full silo 
and also twice a day from the Basins. 


Laterite: 


Laterite is being tested from individuals receipts and samples are bing collected from the trucks, stock yards etc. 
Clinker: 


Samples of Clinker are collected from the kiln discharge and tested on hourly basis. Complete Analysis of the 
average of the day is also conducted and special tests are also conducted from time to time. 


Coal: 


Samples of Coal are collected from each Mills, 9 times a day and tested accordingly. On every receint also 
samples are collected and tested from the Wagons or Trucks 4s the case. may be. 


Cement: 


Samples of Cement are collected from Mills as well as from Packing Station every hour and complete analysis 
of the average of the day is also made. 


Gypsum: 


Samples of Gypsum are collected from each wagon at the time of receipt of the same. Special tests are also done 
on the samples collected from stock yards. 


In this manner all raw materials, process goods and finished product are tested very carefully. 
CALCIUM CARBIDE DIVISION: 


Birla Jute Mfg. Co. Ltd. (Calcium Carbide Division) produces ‘B’ quality Calcium Carbide as per IS: 1040-1960. 
We have a fullfledged Laboratory. After each tapping of carbide from the furnace, a representative sample is drawn 
and tested. The material is graded as per the Gas Yield as prescribed in IS: 1040-1960. 


STAPLE FIBRE DIVISION: 


The activities of the quality Control Section in this Division centres around the following aspects: 
Product checking from basic raw materials and products. 

Processing behaviour of the machine and materials at all stages. 

Preventive Maintenance of machines to reduce downtime and increase utilisation. 

Work, Method and Time Study. 

Waste Control. 

Testing both Physical and Chemicals. 

Humidity check-up and control. 

Development work in respect of product, processing behaviour and machinery modifications; and 
Maintenance of Technical Library. 


BeNaur YN 


1a 


ANNEXURE TV 
CEMENT INDUSTRY: 
Position about the Installed Capacity and Licensed Capacity as on 25th August, 1973 , 




















Zone Installed capa- Licensed issue COB Licences Letters of Intent Total 
city Issued 
North Zone 
(J&K. Pb., Haryana, 3°43 0:37 (UP) 0: 25 (Raj) 
U.LP., H.P., Rajasthan) 0° 60 (Raj) 
0:85 4°02 8°67 
East Zone 
(WB, Assam, Bihar, 3°29 0: 20 (Assam) 0: 60 (WB) 
Orissa) 0°20 (Meghalya) 
0-33 (Bihar) 
1°13 1:12 5°74 
West Zone : 
(M.P:Gujarat, Maha- = 5 61 a 0: 60 (MP) 
rashtra) —_—— 
0-60 2°51 8°72 
South Zone 
(A.P., Tamilnadu, 7°43 0°50 (TN) 
Kerala) 0-30 (TN) 
0-10 (AP) 
0: 60 1-89 9°92 
TOTAL 19° 76 1°17 2:58 9:54 33-05 





Source: Ministry of Industrial Development. 





Sl. No. Location Capacity (lakh tonnes) 
Po a rr ee ee nS ee ae, 
*1, Cement Corpn. of India, New Delhi Rajban (HP) 2-00 
(Portland) 
2. Do. Mandhar (MP) 1-80 
(Slag) 
*3. J&K Minerals Ltd., Srinagar Rasholi (J&K) 2-00 
4, The Paiamau Cement Company Calcutta) Bhawanathpur (Palamau-Bihar) 2°50 
(Portland) 
5. “Panyam Cement & Mineral Ind. Ltd., Sullurpet (AP) 0-45 
Karnool (AP) ; (White) 
6. Hosdurga Cement & Chem, Ltd. Ban- Mallapur, Taluk Hosdurga, Dt. Chitra- 2°00 
galore-2. durga (Mysore) (Portland) 
#7, Gujarat Ind, Investment Corpn. Ltd. Ah- Jaffrabad Distt. Jaffrabad (G ujarat) 2:00 
; medabad-9, (Portland) 
*8. U.P. State Cement Corpn. Ltd. Churk Distt.:Mirzapur (UP) 4-32 
(Portland) 
¥9, Do. . Dt. Pithorgarh (UP) 4°32 
(Portland) 
10. Hindustan Sugar Mills, Ltd. - ‘ Udaipur (Rajasthan) 3°00 
(Portland) 
*11. West Bengal Ind. Dev. Corpn. Limited, Jhalda, Purulia Distt, (West Bengal) 2°00 
Calcutta . (Portland) 
*12, Cement Corpn. of India Ltd. New Delhi «. Baruwala, Distt. (Dehradun) (U.P.) 2-00 
(Portland) 
13. Panyam Cement & Mineral Ind. Ltd. Tornagullu, Taluk Bellary Distt. (Mysore) 1°00 
(Portland) 
14. _B.N. Bhaskar, Managing Director, The Bundi Distt. Bundi (Raj.) 2:00 
Ishwar Ind. Ltd., New Delhi (Portland) 
15. . R.P. Sinha Cement Ltd. Shahbad (Bihar) Vill. Rampur P.S. Rohtas Dt. Shahabad 2°00 
(Bihar) (Portland) 
*{6. Himachal Pradesh Mineral & Ind. Dev. Samleti Distt. Kangra (HP) 2°00 
Corpn. Limited. Simla. (Portland) 
*17, J&K Mineral Ltd. The Bund, Srinagar Vill, Khrew, Tech. Pulwana Dt. Anantnag 1°04 
G&K) (Portland) 
*18. Mysore Iron & Steel Ltd. Bhadravati, My- Bhadravati, Dt. Shimoga (Mysore) 0-70 
sore. (Slag) 
*19, Cement Corpn. of India. Ltd., New Delhi. Allahabad, Dt. Adilabad (A.P.) 4-00 
(Portiand) 
*20. Do. Tandur, Dt. Hyderabad (AP) 4-00 
(Portland) 
421, Do. Yerraguotla, Tah (Kamalapuram (Sub Taluk) 4-00 
Dt. Guddapah (A.P.) (Portland) 
22. Rohtas Ind. Ltd., New Delhi-1 Dalmianagar (Bihar) 2°22 
(Slag) 
23. Dalmia Cement (P) Ltd. New Delhi-1 Dalmiapuram, Distt. Tiruchirapalli, (T.N.) 0:66 
(Shaft Kiln 
Portland) 
24. Ashoka Cement Ltd., New Delhi Chandrapura, Dt. Hazaribagh (Bihar) roe 
ag) 
Split Location 
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ANNEXURE’ V 


CEMENT INDUSTRY 


List of letters of Intent Issued (As on 25-8-1973) 








re ect enna 


147 








Si No. : Location Capacity (lakh tonnes) 

25, Ashoka Cement Ltd., Dalmianagar - Asansol Dt. Burdwan (West Bengal) ( a . 

ag, 

Split Location 

26. Cement & Chemicals India Ltd., Madras © Chanaka (Maharashtra) — 3+30 
(Portland) 

27. The Delhi Cloth & Genl. Mills Co. Ltd., Teh : Banas Dt. Sirohi (Rajasthan) 8°00 
New Delthi-55 : (Portland) 

28, Cement Corpn. of India Ltd. New Delhi+ Vill. Bisalwas, Tech: Jawad Dt. Mandsaur — 4:00 
(MP) (Neemuch) _ (Portland) 

29. Century Cement, Bombay °« . * Maihar Dt. Satna (MP) : . 7°50 
. (Portland) 

30. A.C.C. Ltd., Bombay - . . * Near Sednra Rly. Station Teh : Jaitaran 6:60 
Distt. Pati (Paj) (Portland) 

31. A.C.C. Ltd., Bombay ~° * . + Bhupendra Teh ; Kalka Distt. Ambala 3+00 
: (Haryana) ; (Portland) 
32. Do, Wadi, Teh: Chitapur Distt, Gulbarga (My- 3-00 
sore) (Portland) 

33. J.K. Synthetics Ltd. Kamla Tower, Kanpur Ludhiana (Punjab) 1°26 
: (Portland) 

34. The Ganges Mfg. Co. Ltd. Calcutta-1. >). Village Kirtpur 4:00 
(Portland) 

Total - . . . : 95:37 

1S pyar PSSCCNSTRASOOSORGSESRRS PSTD aE x_n A Ang a PTR ES 
*Public Sector Projects 


Source: Ministry of Industrial Development. 
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ANNEXURE VI 
CEMENT INDUSTRY 








Pending Applications 
(a) Large Industrial Houses 
Location Capacity (Lakh 
Tonnes) 
1, Orissa Cement Ltd. (SE) : : . . + Rajgangpur (Orissa) 5-99 
2. Century Cement (SE) . ‘ . . + Tilda (M.P.) 6°00: 
3. Kesoram Cement (N.U.) . . : . * Patna (Rajasthan) 7°35 
4. Birla Jute Mfg. Co. Ltd. (NU) . : + Patratu (Bihar) 3°50 
5. J.K. Synthetics Ltd. (SE) . : . . + Nimbahera (Rajasthan) 4-00 
6. Rohtas Industries (N.U.) . . . . : Patratu (Bihar) 3°50 
7, J.K. Jute Mills Ltd. (N.U.) - . . . * Kanpur (U.P.) 1-00 
8. Bagalkot Udyog Ltd. (N.U.) : . . : * Bagalkot (Mysore) 3°30 
9. Mysore Cements Ltd. (N.U.) - . . . : Narsingarh (M.P.) 4°00 
10. Bally Jute Co. (N.U.) Sojat Road (Rajasthan) © 4:00 — 
TOTAL 42°64 
(6) Others 
Location Capacity/Lakh/ New/SE 
tonnes 
1. The Punjab National Bank Ltd., New weit : - Durgapur (West Bengal) 2:60 NEW 
2. Meghalaya Government ‘ . . * » Garo Hills (MEGHALAYA) 5-67 NEW 
Cooch Bihar . 
(West Bengal) . 
3. Shri A.K. Agarwal ses + + Kotputli (Rajasthan) 100° NEW 
4. Rajasthan State. & Min. Dev. Corpn. Ltd. - | + + Neem-ka-Thana (Rajasthan) 7°35 NEW 
5. Shri G. Anajaniah a ++ ‘Tadpatri Tq. (AP. ) 4-00 NEW 
6. Shri V.T. Magadi, Nagargali Cement Co. ‘ : - Nagargali (Mysore) 4:00 NEW 
7. Shri D.N. Dahanukar . . , . *  Rajura (Maharashtra) 3°30 NEW 
8. Shri V.P. Agarwal . . . . : . Do. 6°60 NEW 





TOTAL 34°52 
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ANNEXURE VIT 


Information regarding organisation and management practices followed by interconnected companies having 


Mysore Cements 


The working of Research & Develop: 


ment Sections is two fold: 


(a) to supervise the manufacturing 
process through Quality Con- 
trol Department; 

(b) to revise existing procedures 
to. keep up with the develop- 
ment taking place in the in- 
dustry. 


The R&D Section does not carry out 
research. For specialised guidance the 
company contacts Cement Research 
Institute of India and Indian Statistical 
Institute. 


Contribution to CRI is as under: 


Year Amount 
1969-70 + + Rs, 35,867°10 
1970-71 + — + Rs. 40,715-00 
1971-72 + + Rs. 43,137°65 


Payment made to Cement Service Bu- 
reau, Madras is given as under:— 


1968-69 : * Rs. 7,425-45 
1969-70 . * Rs, 26,952: 82 
1970-71 : * Rs. 10,548 -07 


Travelling expenses incurred in con- 
nection with R&D work came to Rs. 
90,856: 71 during the years 1967 to 1972. 


The company has a chemical labora- 
tory and it tests quality at various stages 
of manufacture of cement i.e. from Mi- 
ning Limestone to the end product. 
Some work is in progress to study the 
effects of cooling rate of clinker on 
Cement properties, and _ establishing 
clinker litre weight as a possible indicator 
of cement quality. Recently a start has 
been made regarding the introduction of 
statistical techniques like environmental 
control, not directly related to production 
is also being done. Extensive work in- 
volving installation of Electrostatic. Pre- 
cipitators, bag filters cooling tower has 
been initiated to eliminate dust omission 
into environments. 


Persons employed are:— 
Chemists - . 5 
Analysists + . . 5 
Guagers & Sample boys 20 





21-10 M of LJI&CA/ND/79 


cement units 


CAA A A 


Kesoram Industries 





1. The amount of moeny spent on 
Rof & relating to cement units 
and achievements thereon. 


The Company does not have any 
central organisation of its own 
so far as research and development 
is concerned. However, research & 
development for cement is being 
done by the Cement Research Insti- 
tute of India and every producer is 
required to pay at the rate of ten 
Paise per tonnes towards research 
programme of the Institute, Speci- 
fic problems of Chemical, Engi- 
neering or anyother nature are 
given to the Institute and it gives 
its advice suitable to Indian condi- 
tions. 


2. Details of system so prcted control, 
staff employed and expenditure 
incurred thereon. 


The company has got a quality 
control department and they are 
making cement conforming to ISI 
(Indian Standard Institution) requi- 
rements. No separate record is 
maintained -regarding expenditure 
incurred on quality control. The 
approximate expenditure, however, 





Year Rs, in lacs 
1967-68 1-28 
1968-69 1°52 
1969-70 . 2°69 
1970-71 . 3-04 
1971-72 . 4-04 


Century Cement 


Does not come in question as the 
plant has not yet gone into operation. 


Although, the plant id par be 
gone into operation, yet the q 
control deptt.! would be fully 
equipped to carry out the process 
control and the quality control as 
per the requirements of ISI. 
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Expenditure incurred on quality contro} :— 





(Rs, in 
thousands) 
> "Year Stores Salaries 

Issued and Wages 

paid 

1969-70 . 28°6 97-7 

1970-71 © . 31:9 108-6 

1971-72 22-7 114-3 


The recruitment is made through ad- 
vertisements and Conducting interviews 


- 3, System of recruitment for Techni- 


cal & Manager‘al Personne’, 


The said category of staff is recruited 


after interviews of the persons 


and technical tests in the departmental knowing cement technology and 
concerned. It is usual to put the selected having good experience. 


candidates on probation for six months, 


_ Company does not have a regular tech- 
nical training scheme. The personnel, 
at present, was trained on the job, after 
having initial tests. The trainees were 
confirmed as operatives after about three 
years’ training on the job. 


Where trained operatives are not avail- 


able, the training Schemes are introdu- 


ced from time to time in certain trades. 
At present, the company has two trai- 
nees each in Shovel operating in the 
Quarry, and Millers and Burners in the 
Factory. 


1, Mr. N.R. Ramaprasad, 
: Project Manager—B.Sc., 
M.M. DDIISC—18 years. 


2. Mr. S.M. Shivashankar, 
Chief Engineer, B.E. in Mech. 
Engineering—17 years. 


3. Mr. M.V. Radhakrishna, 
Project Engineer, 
B.E. Mech. Engineering—10 yrs. 


4, Mr. K.C.V. Shetty, Development 
Engineer, B.E. in Mech, Engineer- 
ing—10 yrs. 


5. Mr. S.B. Murthy, 
Chief Chemist, 
B.Sc. (Chem) 

33 yrs. 


4, Does the company have any regu- 


lar training programmes for its 
personnel? If so, details thereof. 


The company has ‘on the job’ irai- 


ning programme. They give trai- 
ning to qualified technical persons 
on specific jobs for a period of one 
year and then absorb them into ser- 


vice as and when the vacancy arises 


and put them on specific jobs for 
which they had been trained. About 
twenty persons have been trained 
during the last two years, on various 
jobs keeping. in view the require- 
ments of Rajasthan Project. 


5. Names and Designations & tech- 


nical qualifications of the senior 
personnel who are looking after 


, the plant(s) 


. Sh. A.B. Vaidya, President 
D.E. (Electrical) & 
D.E. (Mechanical) 
32 years. 


2. Shri K.C, Jain 


Vice President 

B.Com. FCA 

Charted Accountant-—9 years. 
. Mr. G.C. Kothwal 


Production Manager 
M.Scs; —7 years 


. Sh. C. Gopal Reddy 
Chief Elect. Engineer 
B.E. (Mech.)—7 yrs. 


. Sh. S.R. Pansare 


Chief Mech Engineer 
BE. (Elect.)—12 yrs. 


They try to obtain applications by 
personnel investigations of suitable 
persons and also by advertisement 
for recruitment of technical and 
managerial personnel. The candida- 
tes ate interviewed and selected. 
So far only staff concerning construc~- 
tion and mining operations have 
been employed. 


Does not apply as the plant has not 
gone into operation. 


(i) Mr. DS. Bhandari, Tech. 
Manager, B.Sc. Chem. Eng., 
looks after the engineering 


details of the plant. 


Mr. Kailash Nath, Dy. Works 
Manager, B.Scs. Engg. (Mech. 
& Elec.) looking after the 
the construction of the plant. 


Mr, D.S. Rao, Mines Manager 
B.Sc. (Mining) 1st Class Mine 
Manager _ Certificate—Incharge 
of Mines. Development and 
operations. 


Mr, P.C. Shukla, 

Chief Chemist, M.Sc.- 
Incharge of Inspection of equip- 
ment and quality control of 
construction work. 


ji) 


(iii) 


(iv) 
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1 2 3 

6. Mr. G. Jagdesh, 6. Sh. 8.P. Khullar 

Quarry Manager, Mining Manager, 

BS. BS Sc. (Mines Engg) I B.E. (Mining) 

Class Manager’s Certificate—8 yrs. 1st Class competency—12 yrs. 
7. Mr. Jeet S. Bhatia, R&D Engineer 7. Sh. O.P. Goyal . 

MS Chemical (USA)—1 yr. Chief Accounts Officer 

B.Com. FCA—7 yrs. 

8. Mr. T.S.V. Rao Asst. Quarry 8. Sh. S. S. Patil, | 

Manager, B.Sc. (Honrs) Geology Chief Civil Engineer, 

With II Class Manager’s Certificate Design/Structural Engineer, 

10 yrs. B.E. (Civil)—15 yrs. 

6. Services rendered by H.O.|Regd. 
) fice 
Information not available. Since each section is working inde- Shri S.P. Mandalia, President, Shri 


pendently of each other, no com- 
mon or special services are provided 
to the cement section along with 
any other section of the Company. 


J.N. Rahti B.Sc. Engg. (mech. & 
elc.) General Manager, (Overall 
incharge of the project) and Sh. B.L. 
Jain, B.Com. CA, Finance Mana- 
ger, (in charge of finance and ad- 
ministration) are looking after the 
project from the Head Office: 
All other centralised technical, finan - 
cial and commercial services mclu- 
sive of internal auditing which are 
available to other divisions are 
also available to Cement Division. 
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ANNEXURE VIII 


information regarding organisation and management practices of M]/s. Associated Cement Companies Lid. 





The Associated Cement Companies Ltd. 





1. Amount of money spent on research arid development 


in the Company, particularly in the Cement division 


for the last three years. 


2. Specific facilities of research, training or development 
made available to the Company by Cement Research 
Institute 


3. How does the Company get trained personne! and 
whether there is any regular programme of training? 


The capital and revenue expenditure of the Central 


Research Station of the Company :— 


Year Capital Revenue 
(Aug. /July) (in Rs. lacs) (in Rs. lacs) 
1969-70 3°45 12°47 
1970-71; 2°73 14-74 
1971-72 7:39 18-00 
1972-73 + 13-69 13-49 
(upto 3/1973) (approx) (approx) 


In view of the diversified nature of the work handled in 
the research station, it.is not possible to spearate the 
expenditure on ‘Cement Division’. 


The Research Station (Estbl. 1965) has three Divisions: 
(a) 
(b) 
(c) 


Manufacturing Research Division 
Concrete Division 


Physics and Chemistry Division 


The main functions of the Research Station include: 


(a) effecting improvements in current products and 
processes ; 
(b) developing of new products processes including 


import substitution items; 


(c). maintaining a watching brief over co’s products; 
(d) investigating possible deversification of Co’ products; 
(e) cooperative testing to facilitate research work and 


standardisation of test methods. 


Their research has helped them in solving specific problem 
e.g. high temperature refractory compound, synthetic 
zeolities (import substitutes items) shrinkage compensa- 
ting cement and light weight aggregate from bicated 
clay.. 


Cement Research Institute is likely to be equipped with 
more sophisticated equipment than Company’s Re-. 
search Station and as such facility would be used by 
A.C.C. along with others in solving their more broad 
based or even spcific research problems. C.R.I. will 
help industry through undertaking cooperative research. 


Recruitment and training 


(a) For technical and lower supervisory staff (artisans 
& foreman trainees) applications are invited by the Suptd. 
The artisan training covers various trades and period 
of training extends from 3 to 4 years (including one year’s 
in plant-training). The training of Foremen (who are 
science graduates) extends upto 3 years. 


(b) For high supersiory staff, the applications are in- 
vited by the H.O. for posts like Graduate Engineer 
Trainees, Chartered Accountants, Management trainees 
etc. The graduate Engineers remain on training for one 
year and on successful completion of training, they are 
posted as Junior Engineers. — 


a ec ee attnnnnnngmnEmnmmpasten am ™enenasteatedeennammmmeesteememnmnennt 
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The Associated Cement Companies Ltd. 





4. Details relating to system of Qualty Control. 


The Management trainees are trained by a Training 
Manager for various lines i.e. for junior, middle and 
senior management posts; functional areas (Personnel, 
finances etc.); conceptual areas (MBO & MIS): and in- 
novative and problem solving courses. 


(c) Training ‘programmes are also organised for all 
levels of staff in the Hall at H.O., or residential courses 
held usually at NITIE or Matheran. 


(d) Company also supports external. training program- 
mes in both developmental and functional areas. 


(©) Senior Managers are even sent abroad to study the 
latest technological and managerial advances in the 
production of cement. 


@) All cement plants are equipped with a full-fledged 

laboratory, having qualified personnel working round 
the clock to ensure regular system of quality control 
from quarry stage to the packing house. 


(ii) Quality control is exercised with a view to manufac- 
ture cement surpassing ISI specifications. 


(iii) At works, there is a Chief Chemist assisted 
...by Senior smist, Asstt. Chemists and other staff. 


(iv) Besides routine checks, the samples are tested every 
week at. works and sent to National Test House, for tests 
as per D.G.S&D. rate contract. 


(v) Quality of cement is also counter-checked by sister 
works and ACC’s Central Research Station. 


(vi) Productivity Division at the H.O. has a quality 
control section which hopes close watch on quality of ce- 
ment produced and also offers technical service for im- 
proving quality and efficiency. 


Staff AY se (Monthly-paid) in quality control as works:—~ 
Chief Chemists (18), Chemists (25) Asstt. Chemists (38)) 
Lab Asstts. (33), Tester/Guager (120) —234. 


Rs. 67.22 lacs were spent in all works during the last three 
years. 
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ANNExURE IX 


Information regarding Organisation and Management practices of some other cement units, 





The Jaipur Udyog Ltd. 


The Cumpany has a quality control laboratory. Recently 
a Research and Development Cell has been set up, to con- 
duct and giude the Research work. The Cell has been 
carrying on research on specific subjects, such as fuel effi- 
ciency, substiteute for gypsum, utilisation aof paper Mill 
waste liquor, production of special cement utilisation of 
cinder etc. beneficiation trials etc. 


The Compny also contributed to the Cement Research 
Institute as under:— 


Year Amount(Rs.) 
1969-70 . 7 . 85,114 
1970-71 79,951 | 
1971-72 (15 months) ° . . 87,658 





Dalmia Cement (Bharat) Limited. 





1. Amount of money spent on research and development 
in the Company, particularly in the Cement division 
for the last three years. 


The Company has a well-equipped aboratory not only for 
conducting routine analysis and tests at every stage of the 
cement manufacture in order to maintain the quality 
control, but also for carrying on research. The research 
and development is carried on in the laboratory where 
the quality control is maintained. “Manufacturing 
Chemist & Assistant Engineer (Chemical) etc. will attend 
to the Research & Development work in addition to 
their responsibilities for manufacture of cement.” 
Expenditure. on Laboratory, Manufacturig Chemist & 
Assistant Engineering (Chemical) is as under:— 


Year Amount (Rs.) 
1970 : 2,11,313 
1971 2,28,785 
1972 . . ‘ 3,02,199 


As research is carried out in the laboratory alongwith 


the work of routine analysis and quality control, the 
expenditure on research & development alone cannot 
be separated. 


The Company also contributed to the Cement Research 
Institute of India as under:— 


Year Rs. 
1970 - . soe , 50,228 
1971 , . . 50,351 
1972 50,515 


2. Specific facilities of research, training or development made available to the Company by 


Cement Research Institute? 


All cement producers contribute @ 10 paise per tonne 
of cement despatched to CRI. The contribution issued for 
establishment and running fo the Research laboratories of 
the Institute and on research and development programmes 
of the CRI. Various facilties of chemical analysis and physi- 
cal testing are available at the Ballahgarh (Haryana) Labo- 
ratory of the CRI.. 


CRI carries out elaborate reseatch (both academic as 
wells applied) on various problems faced by the Cement 
Industry. The Institute also carried out research to evolve 
new Hydraulic Cement. It also’ undertakes training of 
Technical supervisory staff from various cement factories 
in handling of rare sophisticated testing instruments. 


3. How does the Company get trained personnel and whether there is any regular programme 


or training? 


Normally the Company does not recruit skilled labour. 
Semi-skilled labour is helped to attain proficiency in respec- 
tive trade and are promoted whenever a vacacny arises, in 
that trade. Similarly supervisory posts are filled by promo- 
tion from among capable skilled personnel or engineering 
diploma holders are recruited from outside generally after 
advertising the vacancies. 


The Company recruits graduates and post graduates and 
those with professional qualifications and these persons 
are given training in different departments/areas of manage- 
ment and then the are posted to staff the middle management 
levels. Engineering graduates are also similarly trained in 
different production departments and then posted to occupy 
middle level position. 


Se ee rt ee 


The existing employees are promoted to skilled jobs. Some- 
times existing employees are selected for one year’s 
training and after successful completion, he is promo - 
ted to the higher post. If no suitable employee is avail - 
able, the recruitment is made either through advertise ~- 
ment or through employment exchange. 


Training in the subjects connected with respective subjects 

is given to the employees by deputing them to attend 
nominars. Conference and study courses conducted by 
professional bodies e.g. National Productivity Council, 
NITIE, Institute of Engineers etc. etc. Workers and Staff 
are trained through regular courses of instruction con- 
ducted by the Company. They are also imported trai- 
ning under workers’ Education Scheme. 
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4. Details. relating to system of quality Control. 


. The Company follows rigid quality control at various 
Stages of production, Hourly/two hourly samples are 
taken at different stages of production and tested to 
conform to the specified norms. 


Samples are also sent periodically to National Test House. 


The Company’s expenses on quality control laboratory 
for the last three years are as under :— 


1969-70 + . Rs: 3,04 lacs 
1970-71 + + + + * RS, 3,22, 
1971-72 Rs. 4,37 ,, 
(15 months) 

Persons employed are: 
Chief Chemical Engineers 9+ 9° 1 
Lab. Incharge/Chemists, Testers, Guagers ° 1 
Laboratory boysetc. = ~* “ . 45 


47 


They carry out physical/chemical tests of all raw materials 
and also at different stages of manufcturing process. 
Representative Samples of Cement are also sent to the 
Govt. Test House. 


Forty employees are working in the Labouratory Expendi- 
ture incurred: on quality control is as under:— 


year 

‘1970 ° * . . . * Rs. 1.80 lacs 

1971 + . . ’ : * * Rs. 1.99,, 
+ Rs. 2.60 ,, 


1972 * © 5 ef oe 


peNo 


Nawarwnr 


Pern avaenr 
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ANNEXURE X 


M/S. BIRLA JUTE MANUFACTURING CO. LTD. 


Names and qualifications etc. of Middle and Junior level Management personnel taken fresh from Instittues|/Colleges 
during the years 1970, 1971 and 1972 


1970 


Shri A.K. Joshi, Management Accountant 
‘Shri R.B. Mehter, Mech. Engineer 

Shri S.P, Joshi, Elect. Engineer - 

Shri g.P. Singhal, Foundry Engg. 


1971 
Shri J.L. Jajoo, Sale Accountant 
Shri A.K. Das, Asst. Labour Officor . 
Shri A. Chakraverty, Mech. Engg. 
Shri D.Sarkgar, Mech. Engg. 
Shri R.K. Gupta, Civil Engineering 
Shri V.K. Sharma, Elec. Engineering 


_ Shri Shivaji, Bose Metallurgy 


1972 
Shri S.K. Jain, Asstt. Chemical Engineer (div) 
Shri L.R. Daga, Accountant - , ; 
Shri H.C. Mathur, Law Officer - 
Shri R. Natarajan, Mech. Engg. (Dev.) 
Shri P. Sengupta, Blect. Engg. - : 
Shri K.L. Sawarankar, Mech. Engg. 
Shri A.K. Sardar, Metallurgy 
Shri V.B. Nema, Mettallurgy , 
Shri Khaitan, Management-Accounting 


ANNEXURE XI 


Cost Accountant 
B.E. (Mech.) 
Diploma Elect. Engg. 
B.E. (Metallurgy) 


CA. 

MA, DSW . : 

Diploma in Mech. Bneg. 

Dip. in Mech. Engineer 

Diplomea in Civil Engg. 

B.E. (Blec.) 

Diploma in Metallurgy Engineering 


B.E. (Chemical) 

CA, 

B.Sc, LLB. 

B.E. (Mech.) 

Diploma in Elec. Engg. 

B.E. (Mech.) 
- BE. (Metallurgy) 
+ Diploma in Metallurgy Engg. 
+ CA. 


THE BIRLA JUTE MFG. CO. LTD 


‘Cash Flow Statemeat (Old) 
(Rs. in lacs) 
i 
Sources of Funds 1972-73 1973-74 1974-75 1975-76 Total 
I 
Profit for the year 530-84 555-00 665-00 69000 2,440: 84 
Debentures 8% 1981/83 100-00 100-00 
Term Loan for Durgapur Cement Works 150-00 4 150-00 
Deferred payment/Term Loan for Patratu 150-00 150-00 
Project 
Working Capital Loan—Durgapur Cement 
Works: sca oes ee , 60-00 a 60-00 
Working Capital Loan—Patratu Project 2 50-00 50:00 
Tax Refund 30-00 30-00 
Investment Sold 9-47 0:05 9-52 
Decrease in stacks etc. 96-41 96-41 
: i a en RRO Ck ne een, 
TOTAL 736°72 738-05 875-00 740-00 3,086:77 


a le ee lem 


157 





Scott ee ag ee ee 
Sources of Funds 1972-73 1973-74 1974-75 1975-76 Total 
Utilisations: 
1. Dividend . . + 8 we 3 56-28 56°28 56-28 56-28 22512 
2. Repayment of term Loan—D 5 
ment Works . aie aoe & a oy 37°50 37-50 75°00 
3. Deferred payments for units other the Patratu 5:88 9:35 9-35 8-19 32°77 
4. Tax Liability 155-00 100-00 200-00 200-00 655°00 
5. Fixed Assets —Patratu Project 2 50-00 200-00 350-00 600-00 
—Durgapur Cement Works 155-00 302-80 ie cs 457-80 
—Other units 153-73 30-00 30:00 30°00 43:73 
6. Working Capital —Patratu Project 75-00 75-00 
—Durgapur Cement 
Works . ‘ : ue a 100-00 100-00 
7. Investments —Bihar Alloy Steels + 50:00 ot 50-00 
— Others . 06 Ar és 06 
8. Loans to Bihar Alloy Steels 50-00 200-00 200-00 450-00 
9, Increase in stocks etc, . . . . 64:25 64-25 
TOTAL a ye 625-95 812-68 833-13 756-97 3028-73 
Surplus/Deficit for the year —- 110-77 (+). 77-63 41°87 (—) 16°97 58:04 
Add: Opening Surplus > + + + 89-13 199-90 122-27 164-14 89°13 
TIME SCHEDULE 


G) Completion of legal formalities etc. 


(ii) Commissioning of Patratu Project and trial runs ° 


December 1973, 
February, 1976 


ANNEXURE XII 
BIRLA JUTB MANUFACTURING CO. LTD. 


Sdj- 
for Pro. BIRLA JUTE MFG. CO. LTD. 


Statement showing Cost of Sales & Profit. 


. 


Sales (Net of Excise Duty) - . . . 

Cost of Sales ‘ 

Grass Profit (after Depreciation/but before Dev. rebate & Tax) 
Less: 

Dev. rebate . . . . ‘ 5 

Tax. Prof. . . . ° é . ‘ 

‘Net Profit (after Tax) - . . . . P 

Less Dividends . . . . . . 

Retained Profits - . . . . : 
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19721973 


3,619- 29 
3,269° 45 
349-84 


24:50 
155-00 
170-34 

56:28 
114-26 


1973-1974 


re nt A 


3422-00 
3,109-00 
313-00 


95-00 
100-00 
118-00 

56°28 

61°72 


1974-75 


4,124-50 
3,676°00 
448-00 


200-00 
228-00 
56+28 
71°72 


1975-1976 


4,339-50 
3,934-00 
495-00 


200-00 
205-00 

56°28 
148-72 


cee ne A 
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ANNEXURE XIII 
BIRLA JUTE MANUFACTURING CO. LTD. 


Statement of showing Financial Position 











1972-73 1973-74 1974-75 1975-76 

SN eos eee ae ee 
1. Fixed Assets(Net) © 0) et 136514 1,455°94 1268-94 1,613 94 
>, Current Assets - + ° + + + + + 1,532531 1494-15 -1,936-02 1994-05 
3, Less current Liabilities a ee ee 838-84 644-06 144-06 744-06 
4, Working Capital a 69347 850-09 1,119-96 — 1,249-89 
5. Total CapitalEmployed - + «= + + + 2,058-61 2,306-03 2460-90 2,893-93 


Total capital employed represented by 


6. ShareCapital - -  - 498-59 498-59 «498-59 «498-59 


7. Reserves + - + + © + + + + 4,092:18 — 1,248-90 1440-62 -1,589-34 
8 NetWorth(6+7) © «© + 5 6 + 8 1590-77 1,747-49 1,939-21  2,087-93 
9, Presumed Funds : 4 
Seured © 6 +) es 616-59 757° 64 920-69 925-00 
Unsecured s 66 tl 97:23 97-23 97:23 97-23 
10. Total 2304-89 2,602-26 2957-13 -3,110-16 
Less Investment - . : . . : . . 246-28 246:°23 246°23 246-23 
Works in Progress : . . ‘ : ' : Pe 50:00 250-00 . 
11, Capital Employed 1701-43. - + + ss 1 2,058-61 2306-03. 2,460-90 2,863 -93 
12. Average CapitalEmployed - + + 9: + + -4,880-02 2,182°32 2383-45 —-2,662-41 
se es got oR 


ANNEXURE XIV 
BIRLA JUTE MANUFACTURING COMPANY LIMITED 


Finance Ratios 


ONCE ie, FT fT Chr La, —, ve EEE 


1972-73 1973-74 1974-75 1975-76 





1. Gross Profit (after depreciations but before Deve. rebate.& 


Taxes) to:— 

(i) Costof Sales - : : . . . . 10-7 10-0 12-1 10-2 
(ii) Sales . . . ss : . : 9-6 9-1 10-8 9:3 
Gii) Net worth: : ‘ sole . . . 22:0 17:9 23°2 19°3 
(iv) Capital Employed - . : . : : 18-6 14-3 18-7 18-7 

2. Profit (after Tax Project Dev. rebate) to: 
(i) Net worth so : . . . ' 10-7 6:7 11-7 9°8 
Gi) Average Capital Employed ‘ . . . 9-1 5:4 9-5 9-4 
3. Debt. Equity Ratio - ‘ . . : : . 1:1:4 1:1:7 1:2 1:2 





ANNEXURE XV 


| BIRLA JUTE MANUFACTURING COMPANY 
Sale (not of excise) (Rupees in lakhs) 





1968-69 1969-70 1970-71 1971-72 





1. Jute Mills - . : : ‘ : : . 7 826-06 689-48 885-89 1,110: 86 
2. Calcium Carbide . : 7 . . . : 131-56 187-70 225-02 250-61 
3. Staple Fibre ‘ . . 7 : . oo 8 446-42 447-22 506-08 611:57 
4. Satna Cement - . ‘ , . : . ' 577°41 159°46 166° 66 733-06 


5. BirlaCement - : : : . : ’ ae 246°72 317°14 _ 298-90 356-62 
2,228°17 2,401-00 2,682: 56 2,962°72 
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ANNEXURE XV 
Gross Profit (before deve- Before After —_ Before After Before After Before After ° 
lopment Rehate & Depreci- Depreci- Dopreci- Dzpreci- Depreci- Depreci- Depreci- Depreci- 
Taxation) ation ation ation ation ation ation ation ation 
1. Jute Mills 35:49 12:59 (—) 2-40 (—)27-72 73-83 48-40 17-44 46:85 
2. Calcium Carbide 23-42 18-11 35-06 28-47 48-35 42:71 58-32 53°19 
3, Staple Fibre 26 +36 10-32 50:55 36-90 55-67 45-08 20-52 11-35 
4, Satna Cement 137-44 89°89 226°18 179°72 194-66 153°55 167-04 112-47 
5. Birla Cement 86-90 31-90 141-62 88-97 = 84-00» 37-69 111-52 2-4 
Total Gross Profits : 309-61 16281 451-01 306-34 456-51 327-43 434-84 246-27 
Gross Profit ratio to sales: 
1. Jute Mills 429% 11°52% “a 833% 5:46% 697% 421% 
2. Calcium Carbide 17-80% 13-76% 18-68% 15-17% 21-49% 18-988 23-27% 21-22% 
3. Staple Fibre 590% 2°31% 11-30% 8-25% 11-00% 8-90% 401% 2:21% 
4. Satna Cement 23°80% 15°57% 29:78% 23-66% 25-39% 20-02% 22-78% 15-34% 
5. Birla Cement 35-22% 12:93%  44:659% 28-05% 28-10% 12-60% 31:27% 6:28% 
Fixed assets: ‘ 
1. Jute Mills - 235-95 229-82, 241-07 262-58 
2. Calcium Carbide ° . 42-49 37-20 32:97 30:70 
3. Staple Fibre . ‘ . 62:48 52:99 45-97 41-57 
4, Satna Cement . , 336°07 312°47 318-94 344-97 
5. Brila Cement . 33303 350-26 478-98 460: 39 
TOTAL ‘ 1,010-02 982-74 1,117-93 1,140:21 
ANNEXURE XVI 
THE BIRLA JUTE MANUFACTURING CO. LTD. (Rupees in lacs) 

Sales (Net of Excise) 1972-73 1973-74 1974-75 1975-76 
1, Jute Mills - 1,146-82 1,115-00  1,120-00 1,120-00 
2. Calcium Carbide . 250: 54 265-00 275-00 280-00 
3. Staple Fibre 651°18 630-00 640-00 650-00 
4, Satna Cement 1,042-00 864-00 963-00 978-00 
5. Birla Cement §28+75 518-00 623-00 630-00 
6. Durgapur Cement 30-00 503-50 681:50 

3,619: 29 3,422-00 4,124.50 4,339° 50 
Gross Profit (before Deve- Before After Before After Before After Before After 
lopment Rebate & Taxation) Dep. Dept. Dept. Dept.. Dept. Dept. Dept. Dept. 
1. Jute Mills 50-87 18-87 70:00 42:00 70-00 43-50 70°00 46:00 
2. Calcium Carbide 54-59 50:13 70:13 66-00 70-00 66:00 70-00 66:00 
3. Staple Fibre 99-21 91:71 100-00 93-00 100-00 93-00 100-00 93-00 
4, Satna Cement 198-12 135°>58 175-00 116-00 200-00 145-50 200-00 149-00 
5, Birla Cement 128-05 58°55 140-00 76-00 175-00 115-00 175-00 121-00 
6. Durgapur Cement (—)80-00 50-00 (—)15-00 75-00 ~=—.20-00 
530°84 354:84 555-00 °313°00 665-00. 448-00 690-00 495-00 
Gross Profit Ratio to sales 
1. Jute Mills 44% 16% 63% 38% — 62% 3:8% 62% 40% 
2. Calcium Carbide 21-8 20:0% 26°47 24:9% 25:5% 240% 25:0% 23-6% 
3. Staple Fibre 15-2% 141% 159% 148% 15-6% 14.5% 15-4% 14-3% 
4, Satna Cement 190% 13:0% 202% 13-4% 20-°3% 15-1% 20-44% 152% 
5. Birla Cement 242% 1-01% 27:0% 14-64% 281% 18-4% 27-89% 19-2% 
6. Durgapur Cement a oa ae 99% .- 110% 29% 











Sd/- 
For Pro. BIRLA JUTE MFG. CO. LTD. 
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ANNEXURE XVII 
THE BIRLA JUTE MANUFACTURING CO. LTD 


Cash Flow Statement (Revised) (Rupees in lacs) 





1972-73 1973-74 1974-75 1975-76 Total 








Sources of Funds 
1, Profit for the year - . . . : . 506-69 555-00 665-00 690:00 2,416-69 
2. Debenture—8% 1981/83 s+ 100-00 mn i .» 100-00 
3. Short term loan for Durgapur Cement Works - . «. _- 150-00 oe -» 150-00" 
4, Deferred payment/short term Loan Patratu Project > + aie 150-00 $6 150-00 
5, Working Capital Loan—-Durgapur Cement Works (cf 
Credit A/c) - ie as 60-00 ve 60°00 
6. Working Capital Loan Patratu Project ea ities we as ae ws 50-00 50-00 
7, Tax Refund - : , : 30-00 na ar 30:00 
8. Investment Sold 7 ‘ . 7 . . : 9°47 “05 es a 9°52 
9, Decrease in Stocks etc. - : i . : 96°41 oF ne oe 96-41 
10, Interest free Loan under West seul Incentive Scheme 
Durgapur Cement Works al 32-00 a ay 32-00 
11. Additional Accruals due to— 
(a) Reductions in export duty on Jute Goods + ‘ es 10-00 20-00 20-00 50-00 
(b) Increase in the retention price of Cement - . us 25-73 70:50 76°75 172-98 
@Rs. 5 per tonne (while assessing the profit of cehiens 
Division we had assumed an increase of Rs..5 per tonne) 
(e) Reduction in tax liability under the D/T (Amend- 
ment) Bill 1973 on account of— é 
(i) initial depreciation - ‘ i Ss <t 3°75 72:23 75+98 
(ii) Tax exemption on 20% of Profit f for eda an ve a 2°31 2-31 
(Durgapur Project) being in backward area. 
1 eS ke a Ss a 
TOTAL - : 7 : : t ; 712°57 802-78 +=. 969-05 911-29 3,395-69 
rn . 
Utilisation of Funds : . 
1. Dividends : . : ‘ ” 57°78 64-79 64-79 64°79 = 252-15 
2. Repayment of Short Term Loan—Durgapus Cement 
Works * . eae -- 50:00 5000 -—-100-00 
3. Deferred Payments for units other than Patratu = - 1°26 9-35 9-35 9°35 29°31 
4. Tax Liability : : : ‘ . 155-00 100-00 200-00 200-00 655-00 
5. Fixed Assets Durgapur oan Works — . 107-28 350-52 we -. 457-00 
Other units - 7 167:71 30-00 30°00 300-00 257°71 
Patratu Project . . . a 50-00 200-00 350°00 600-00 
6. Working capital Durgapur Cement Works - . ice “a 100-00 ee 100-00 
Patratu Project . . os on 75:00 75-00 
7. Investment Bihar Alloy Steels Ltd. . . 50: 00 Ae a denn 50-00 
Others - . : 06 <3 ie es -06 
8. Loan to Bihar Alloy Steels Ltd. a 50-00 200-00 200-00 .. 450.00 
9. Increase in stocks etc. + ‘ , . 7 ‘ ite 64-25 ae ny 64.25 
10. Additional! tax liability on increase in profit as per . os 20-63 53-55 55:86 129-74 
Item 11(a) & 11 (b) above PT ee ee a ea 
-Total 7 589-09 889-54 907-39 835-00 3,221-02 
a SR 8 ee 
Surplus/Deficit for the year . : 7 : . 123-48(—) 86-76 61°66 76:29 174-67 
Add : Opening Surplus) - 7 7 : . . 89-13 212:61 125-85 187°51 89-13 
Closing Surplus ‘ : 4 ; : 7 . 212-61 125-85 187-51 26380 263-80 


Time Schedule 


1, Completion of legal & Governmental formalities for Patratu Project expected —December, 1973 
2. Commissioning of Patratu Project and trial runs provided all the legal and govern- 
mental formalities are completed by December, 1973. - * —February, 1976 


For BIRLA JUTE MFG CO. LTD 
Sd/- 


161 


No. 2/6/72-M(Q) 


GOVERNMENT OF INDIA 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS DEPARTMENT OF 
COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of application dated the 19th September, 1972 under Section 22 of the Mono- 
polies and Restrictive Trade Practices Act, 1969, for the establishment of a new undertaking 
for the manufacture of a Cement Clinker at Patratu in Hazaribagh District, Bihar. 


M/s. Birla Jute Manufacturing Company Limited (hereinafter referred to as the ‘applicant 
company’). submitted an application under section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969 for the establishment of a Cement Clinker plant at Patratu in Hazaribagh Dist- 
rict, Bihar. The annual capacity proposed to be installed is 3-50 lacs tonnes based on three 
shifts of continuous working for 330 days in a year. The cost of the project originally estimated 
by the. company at Rs. 525-00 lacs has subsequently been revised to Rs. 600-00 lacs ie. (Land & 
Development Rs. 20 lakhs, Building Rs. 105 lakhs and Plant & Machinery Rs. 475 lakhs) which is 
proposed to be met from the internal resources of the applicant company. 


2. The Central Government were of the opinion that no orders on the proposal could be 
made without further enquiry and, the proposal was therefore, referred to the MRTP Commission 
(hereinafter referred to as the Commission) for further enquiry and report. In its Report to the 
Central Government, dated the Ist October, 1973, the Commission recommended the approval 
of the proposal of the Company subject to the following conditions :— 


(1) Within one year from the date of approval, the company should issue fresh capital to 
the extent of Rs. 150 lacs (15 lacs ordinary shares of Rs. 10 each) and these shares should 
be offered in priority to public financial institutions designated by the Central Govern- 
‘ment on terms as to premium and otherwise mutually agreed upon between the insti- 
tutions and the company; in case no such agreement is arrived at, the terms will be 
decided by the Controller of Capital Issues whose decision will be accepted by the Com- 
pany. 


(2) Only such of the additional issue of equity as would not be subscribed to by the designated 
financial institution would be thrown open for public subscription. 


(3) None of the inter-connected companies their directors (including those of the appli- 
cant company) and relatives of the directors will subscribe to the new issue. 


(4) Alternatively, the Scheme of Finance may be so modified as to provide for long term 
loans to the extent of Rs. 300 lacs being obtained from public financial institutions design- 


ated by the Central Government. These loans would be subject to the appropriate con- 
vertibility clause. 


(5) In either case, the Articles of Association of the company should be amended so as to 
provide for proportional representation on the Board of Directors. 


3. At the statutory hearing given under Section 29 of the MRTP Act, the representatives 
of the applicant company stated that the conditions recommended by the Commission will not be 
acceptable to the applicant company, and they urged that their proposal should be treated on par 
with the proposals of several other companies belonging to large houses, recently cleared by the 
Central Government without any conditions being attached to them. The applicant company 
further stated that if the project is not completed within three years time (after all the formalities 
with the Central Government and the State Government have been completed), the applicant com- 
pany would be agreeable to submit a revised scheme for finance for the approval of the Central Gov- 
ernment and at that stage, the conditions recommended by the Commission could be imposed on 
the applicant company. 
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ne 4. After taking into consideration all facts and circumstances of the proposal and particu- 
larly— . 

(i) that the Commission itself has recommended the approval of the proposal of the appli- 
cant company on the ground that additional capacity is necessary to ensure the proper 
functioning of the Durgapur Cement Plant of the applicant company, and this in turn 
is important to satisfy the growing demand for cement in the national econcmy; 


(ii) that the item of manufacture is included in the list of industries in which large industrial 
houses are eligible to participate; 


(iii) that the scheme is proposed to be financed entirely from internal resources of the appli- 
cant company; 


(iv) that the proposal is expected to generate employment to several persons ; 
(v) that the proposal does not envisage foreign collaboration or imported capital goods; 
(vi) that the raw materials will be completely indigenous; 


(vii) that the proposal is to set up a new Cement Cliner plant in a backward area entirely at 
Patratu in Bihar; 


and the assurance given by the applicant company and referred to in a para 3 above the Central Gov- 
ernment is of the opinion that the proposal of the applicant company is in the interests of the national 
economy of the country and may be approved, subject to the two conditions stipulated in the order 
appended below:— 


ORDER 


_ In exercise of the powers conferred by clause (a} of sub-section (3) of Section 22 r i 
Section 54 of the MRTP Act, the Central Government hereby approve AS proposal of the Birla sae 
Manufacturing Company Limited, Birlapur, 24-Parganas, West Bengal, for the establishment of 
a Cement Clinke: with a capacity of 3-50 lac tonnes at Patratu, Hazaribagh District in Bihar State 
on the basis of the scheme of finance as contained in the application of the applicant company, dated 
the 19th September, 1972, and as subsequently modified before the Commission, subject to the strict 
conditions that the applicant company would implement the project within a period of three years 
entirely with its own generated resources without recourse to any borrowing and the plant for the 
professionalisation of management of the applicant company is drawn-up and implemented to the 
satisfaction of the Government. 


(Sd.) 
(C. R. D. MENON) 
Deputy Secretary to the Govt. of India 


New DELHI, 
the 3rd May 1974, 








REPORT UNDER SECTION 22 (3) (b) OF THE 

MONOPOLIES AND RESTRICTIVE TRADE PRACTICES 
ACT, 1969, IN THE CASE OF CHOWGULE 
AND COMPANY PRIVATE LIMITED, GOA. 
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MONOPOLIES AND RESTRICTIVE TRADE PRACTICES 
COMMISSION 


Report Under Section 22(3\(b) of the Monopolies and Restrictive Trade Practices 
Act, 1969 in the Case of Messrs Chowgule & Company Private Limited, 
Goa, for the Establishment of Solar Salt Works at Jodiya 
in the State of Gujarat 


INTRODUCTION 


0.01M/s. Chowgule and Company Private Limited made an application to 
the Central Government on 29th May, 1975. This was under Section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969, seeking the Government’s 
approval for a project to establish a Solar Salt Works for the manufacture of 
Common Salt at a site near Jodiya (District Jamnagar) in the State of Gujarat. 
The Central Government, after considering the application, formed the opinion 
that no order according approval could be made without a further enquiry by 
_ the Monopolies and Restrictive Trade Practices Commission. Therefore, the 
Central Government, in exercise of its powers under Section 22(3)(b) of the M.R. 
T.P. Act, referred the application to the Commission on 29th October, 1975, for 
enquiry and-report. Under Section 30(2) of the M.R.T.P. Act, the Commission 
had to make its Report within 90 days:from the date on which the reference was 
received, i.e. on 28th January, 1976. The Commission, however, found that 
due to various reasons, including the extension sought by the applicant company 
for submitting certain information required by the Commission, the Report 
could not be submitted within that time. Therefore, the Commission, by its 
Order dated 23rd January, 1976, extended that date of submission of its Report 
to 15th March, 1976. 


0.02 In accordance with Regulation 36(1) of the Monopolies and Restrictive 
Trade Practices Commission Regulations (1974), a public notification* was issued 
in various newspapers and periodicals on 7th November, 1975, inviting comments 
regarding the proposal. In response to the Notification, comments were received 
from two persons; one, from Shri D.P. Jadeja, Member of Parliament and another 
from Shri G.R. Purohit, Ahmedabad. The Commission also addressed letters 
to various government authorities, including the Ministry of Industrial Develop- 
ment, the Planning Commission, the Salt Commissioner, the Ministry of Petroleum 
and Chemicals, the Ministry of Shipping and Transport and also the State Govern- 
ment of Gujarat, inviting their comments on the proposal and asking for specific 
information in relation to different aspects of the proposal. The Commission 
similarly addressed other public authorities, such as, the State Trading Corporation, 
the Hindustan Salt Works, The Central Salt and Marine Chemical Research 
Institute and the Trade Development Authority, inviting their comments and 
calling for specific information. As Common Salt is used as an input by many 
chemical industries, a number of units in such industries were addressed with a 
view to securing their comments as well as factual information on certain aspects. 
Information from the applicant company and these various agencies were received 
in December, 1975 though some replies were received as late as February, 1976. 





*See Appendix “C”’. 
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0.03 With a view to understanding the problems of organising and function- 
ing of salt works, the Commission visited the Saurashtra areas, and specially the 
large salt works of the Tata Chemicals Limited at Mithapur. It also had a dis- 
cussion with some of the local Salt manufacturers at Jamnagar. The Commission 
also visited some of the projects in Goa under the management of the applicant 
Company with a view to ascertaining the organisation and management structure 
as well as the research and development work carried out by the applicant Com- 
pany. 


0.04 A public hearing regarding the application was held at the Com- 
muission’s Office on Monday, the 16th February, 1976*. In addition to the re- 
presentatives of the applicant Company, the representatives of the following 
“government and semi-government organisations were present at the Public 


Hearing :- 

1. Ministry of Shipping and Transport. 
. Ministry of Chemicals & Fertilisers. 
. Planning Commission. | 


. Industries Commissioner;.Government of Gujarat. 
. Salt Commissioner. 


Auk wn 


. State Trading Corporation. 


The two persons who had objected to the proposal in writing were not 
present at the public hearing though their objections had been conveyed to the 
applicant Company and the points raised m these objections were considered. 
A representative of the Indian Salt Manufacturers Association, Bombay, was also 
present at the Public Hearing. A request, was miade by him that he should be 
permitted to participate in the Public Hearing. Though this Association had 
not complied with the provisions of Regulation 36(8) of the MRTPC Regulations 
(1974), as a special case, an opportunity was given to this representative of this 
Association to state their objections. The applicant company was permitted to 
file its reply, in addition to the oral statement made by it at the Public Hearing, 
a few days after the Public Hearing. The applicant Company was also permitted 
to file certain supplementary information arising out of the points that arose at 
the Public Hearing. This statement was received on 23rd February, 1976. 





ee 


*See Appendix ‘D’. 


CHAPTER I[ 
THE PROPOSAL 
The Applicant Company 


1-01 The applicant company. was formed on 3rd July, 1943, in the former Portuguese colony 
of Goa, Diu and Daman under the Portuguese Commercial Code. The company was a Sociodade 

for Quotas Responsibilidade Limitada (Limited Company) in the Territory of Goa, Daman and . 
Diu. It claims to be first company to export iron ore to Japan beginning around 1950. In subse- 
quent years 1egular shipments have been made to Japan, Czechoslovakia and other countiies. The 
Company expanded its activities by establishing mechanised mines at Sirigao, which were com- 
missioned in 1956. Thus, the applicant Company was established in the business of Iron Ore and 
Manganese Ore Mining and generation of electricity and operction of a mechanical Iron Ore hand- 
ling Plant in Goa before 1960 whcn Goa was still under Portuguese rule. Other lines of business 
have been started subsequently; these include, iron ore pelletization (£965), manufacture of Textile 
Yarn (1969) and. constiuction of small Vessels and Barges (1963). The Company was incorporated 
under the Indian Companies Act, 1956, on 24th June, 1965, with an authorised capital of Rs. 300-25 
lakhs. The authorised share capital of the Company at present is Rs. 600 lakhs and the issued and 
subscribed capital is Rs. 300-25 lakhs. Taking the various activities of the Company together, the 
capital employed by the Company at the end of 1973-74 was Rs. 902-87 lakhs. No shares of the 
Company have been issucd for consideration otherwise than cash and no reserves have been capi- 


talised. The Company is a private Limited one and all its shares are held by members of the 
Chowgule family and their close relatives. 


1-02 In addition to the new lines of business which have been added by the applicant Com- 
pany in the last ten years or so, there has also_been considerable growth of new lines of business 
organised through interconnected companies... The inter-connected companies and their main lines 
of business as well as the capital employed in them are shown in Table I (Annexed). Most of these 
companies are closely held companies, with a large part of their equity capital being held by members 
of the Chowgule family and their close relatives. In addition to the present project, which is being 
considered in this Report, a few other projects of the applicant Company are under the consideration 
of the Government. These include a project for setting up an undertaking for the. manufacture of 
industrial explosives with an annual capacity of 20,000 tonnes and a capital cost of Rs. 150 lakhs; 
an Iron Ore Benefication plant with a capacityof 18,72,000 tonnes of iron ore concentrates for 
supply to its Pelletisation plant with a capital cost ot Rs. 684 lakhs, and an Iron Ore Pelletisation 
plant in the Joint Scctor with a capacity of 1-8 million tonnes and a capital cost of Rs. 43-64 
crores. The last project mentioned has already received clearance under the M.R.T.P. Act, while 
the other two projects are still unde1 thé consideration of Government. 


' Name of the Company Year Lines of business Capital employed 
established _ ason Rs. lakhs 
1. Ghowgule Steamships Limited - . * 4965 Shipping 31-3-74 558° 51 
2. Arlem Breweries Ltd. . . : + 1969 Beer 30-9-74 187-81 
3. Goa Pesticides Pvt. Limited - . + 1965-66 Pesticides 31-3-74 10° 68 
4. Cartybon Pvt. Ltd. - : ‘ . * 1965-66 Stationery articles ~ 31-3-74 26: 37 
Sea Food 30-6-74 79-04 
5. Konkan Fisheries Pvt. Ltd. : . » 1968 Sea Food 30-6-74 79-04 
6. Goa Food Products Pvt. Lid. + . + 1965 Canned fruits & Marine foods 30-3-73 30:95 
7. Chowgule Industries Pvt. Ltd. «+ . > 1965-66 Trading 31-3-74 11:40 
8. Gomantak Pvt. Ltd. : : g * 1967-68 | Newspaper 31-3-74 11-22 
9. Kolhapur Oxygen & Acetylene Pvt. Ltd. + 1968-69 Industrial Gases 31-3-74 6+ 59 
10. Janta Machine Tools Limited - . * 1959 Machine tools 31-12-73 31°58 
11. Chowgule Engineering Co. Pvt. Ltd. + + 1965 Industrial & Mining Machinery 31-4-74 19°98 
components, 
12, Chowgule Real Estate & Construction Co. : 
» Pvt. Ltd. : : ‘ : °1963 Construction & Real Estate 31-3-74 19-26 
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PS ae he a, ni a Go he es FO We a ae ee ee 
Lines of business Capital employed 


Name of the Company Year 
established as on Rs. lakhs 
a ee 
Iron Ore Pelletization Plant. xX a, 4 


13. Chowgule Metal Industries Ltd. - . + 1975 
14. Chowgule Chemical Pvt. Ltd. + . + 1958 Vegitable non-essential oil Mesal- 30-6-74 1°89 
fan Gamkaraya. ~ 


15. Chowgule & Co, (Hind) Pvt. Ltd. . + 1947 Resin 30-6-74 110-60 
Pharmaceuticals Tablets Liquid 
Ointment Injections Capsules 
Tetanus Texoid General Vac- 
cin Serum ATS Vaccin Serum 
ADS 
16. Camera Works Pvt. Ltd. . . + 1959 Camera Enlargers 31-12-73 7°14 
17. Chowgule Bros. : 2 ¢ + 1916 xX 31-3-74 36-91 
18. Allodies - . 1968 x ——-34-3-74 2°80 


Note : (X Data not available) 








1-03 The Company also has 2 proposal for installation of 300 Looms and 25,000 Spindles 
in their textile unit which is pending with the Ministry of Industrial Development for permission 
under the Industries (Development and Regulation). Act. 


1:04 One of the claims made ty the applicant company is that, not only has it been a picneer 
in a number of industiial lines in a backward tenitery like Goa, but it has also shown initiative and 
enterprise by constantly undertaking reseatch and deve lor ment and improving technology without 
depending on foreigr collaboraticns or import of technical know-how. It has maintainea a com- 
prehensively equipped testing laboiatory and filot plant for the beneficiation and agglomeration 
of ores and for the sampling, assaying and testing of diff 21ent cres and cre pellets. Attached to the 
pilot plant, there is a complete unit with facilities for studying various p1operties of ores and pellets. 
With the use of these facilities, a number of studies and experiments have ben cartied out and these 
have been of great usc for new projects such as the proposed joint sector project for pelletisation of 
iron ore. Work on a contract basis is also being assigned by outside agencies tc this unit. Thus a 
pilot study was undertaken for the Department of Mires, Karnataka State, to evaluate the chemical 
and physical properties of chrome ore pellets. Tests were also caniicd out to study the pellstis: tion 


properties of Austialian (Hammersley) fines: 


1-05 The Company has claimed that its pioneeting and technicel capabilities can be under- 
stocd by taking into account the following achievements to its c.edits:— 

(1) th: fist in Irdia to introduce mechanised mining in its Sirigao Mines, Goa, in the year 
1952; 

(2) the first in India to sct up a Mechanical Ore Handling plant at Mormugao Harbour in 
the year 1959 for loading of ocezn goirg steamets; 

(3) the first in India to develop the Sink Float method for the treatment of iow grade Goan 
Iron Ores, using the Stripa technique, with iron ore fines as the medium; 

(4) the first in the world to establish a pelletizaticn plant in the year 1967 at its Pale Mines, 

. Goa, for treatment of hematite limenite iron Ores; 

(5) the first in India to construct self propelled barges of 1000 DWT capacity in its ship 
building division at Sirigao in Goa. 
The metalurgical laboiatcry set up at its Pale Mines, Goz, in the yeat 1970, fcr deter- 


6 rf . 
2 mination of pyrometallurgical proper.ics of burnt pellets, following JIS Standards, was 
the first of its kind in India. To-date this labor: tory has the following important re- 


search work to its credit:— 

(a) Extensive tests u-ing different additives in various percentages were conducted to 
determine the metallurgical properties of the specially prepared pellets; 

(b) Development of cold bond pellets: 

(c) Determination of the pelletizing characteristics of chromite pellets; 

(d) Preparation of manganese ore pellets: and 

(e) Development of pre-reduced pellets, using solid and gaseous reductants. 
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The Present Proposal 
1-11 The basic facts regarding the proposal of the applicant company are as follows:— 


It is proposed to establish a facility to produce Common Salt by means of Solar evaporation. 
The applicant Company has approached the State Government of Gujaiat for making available tc 
it about 20,000 acres of land in Jodiya Taluka of Jamnagar District to locate the Salt Works. It 
has been stated that the land is located in a Saline track in the arid region lying along the coast 
of the Gulf of Kutch in Saurashtra. This site is considered suitable for a Salt Works due to the 
following reasons :— 
(i) Availability of adequate land, mostly plain and devuid of deep creeks; 
(ii) the land being in a single piece permitting eventual production capacity of one million 
tonnes; and 
(iii) the land being along the side of the Hansthal Creek channel leading to the port of Nav- 
lakhi which is navigable for bulk carriers. It has been further poiated out that Jodiya 
is served by a metre guage rail link falling on the Rajkot-Jamnagar metre guage scc- 
tion of the Indian Railways. 


1-12 It has been stated that in the first phase of the Project which is covered by the present 
application, it is proposed only to develop about 5,000 acres out of the total land asked for from the 
Gujarat Government. The proposal is to. organise salt production on a large scale and on scientific 
besis. Moreover, it is proposed to install a mechanical washery, so as to upgrade the salt further 
sO as to attain a purity of 99-5°% NaCl on dry basis. It is claimed by the applicant Company that 
salt of such purity is not being produced in India at present, and that the production of salt of such 
high quality is necessary for developing and expanding the export of salt from the country. The 
project is stated to be an export-oriented. one in that the.intention of the applicant Company is to 
export the bulk of the salt proposed to be produced; and the market which they have in mind _ is 
Japan. It has been stated that Japan, which w:s importing salt from India earlier in substantial 
quantity, discontinued such imports as a result of low quality of salt and poor loading facilities. The 
Present project claims to get over both these inadequacies so as to recapture the Japanese market 
for exports from India. The applicant Company has already given an undertaking to the State 
Government of Gujarat that the project will be made export-oriented, exports beginning from 
the third year of the beginning of production, and reaching 75% in the fifth year. The applicant 
company expects to be able to maintain exparts at 75% of its production on a continuing basis. 


1:13 The project will be located in a backward atea wheie there is not much regular employ - 
ment. It has been claimed that the project in its construction phase will employ about 1,000 persons 
daily. The construction work is likely to be spread over about three years. For the operation 
of the Works, it is expected that about 4000 persons will be required. 


1:14 Regarding the transport of the salt to foreign markets., it has been proposed to cons- 
struct an earthwork facility tc carry the salt from the coast for a distance of about 400 meters towards 
the middle of the Hansthal Creek. With an all time draft of 35 feet existing in the channel of this 
creek at a distance of about 500 meters from the shore, bulk carriers of about 35,000 DWT capacity 
can be loaded with the use of dump barges carrying salt for the remaining distance of 100 metres; 
and the ships engaged on a long-term basis would have facilities for mechanical loading of salt from 
these barges. This will enable the attianment of a rate of loading of about five to eight thousand 
tonnes pert day and thus help get over the other difficulty that importers from Japan have faced 
in the past, viz. that a low rate of loading has led to high shipping charges. 


1:15 The capital cost of the Project has been estimated at Rs. 64 lakhs (1974 prices.) This 
amount is expected to be made available from the internal resources of the Company over « 
period of four years. It has also been mentioned that short-term borrcewing of about Rs. 20 lakhs 
“ x poring to for the purpose of working capital, the requirements of which have been put at 

s. 31 lakhs. 


1:16 The company has stated that this phase of the project will take five years to complete. 
As 4 result of developing about 5,000 acres for salt cultivation, it is expected that 3,50,000 tonnes of 
Common Salt will be produced by the fifth year. Out of this, some 750 tonnes will be used for the 
manufacture of 600 tonnes of Table Salt. The remaining quantity will be marketed as Common Salt. 


The Site 


1:21 The site of the proposed Salt Works has been selected taking into account certain- 
special advantages that the site can offer for production of salt by Solar rediation. The soil struc- 
ture is of importance in 2 salt work. The applicant company has provided data about the soil pro 
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files, showing that the soil has a major fraction of clay with the next larger but minor fraction being 
of fine sand. It has been pointed out that such a soil on compaction can attain a high density result- 
ing in an almost impervious structure. This is of advantage as salt water at different stages of 
evaporation will not be Icst from pans which are based on such soil. 


1-22 Climatological factors, such as solar radiation, a temperature, humidity, rainfall and 
wind velocity also affect salt manufacturing operations. The higher the intensity of solar radiation, 
temperaztuie and wind velocity, and the Jower the values of humidity and rainfall, the better the 
evaporation and thus the concentration of sea water leading to the precipitation of common salt. 
The data about these values supplied by the applicant company suggest that this area would be good 
for salt production. This is also supported by the fact that the Saurashtra Coast is known all over 
the country as one of the best areas for the production of salt by solar evaporation. 


1:23 Adequare availability of sca water of an initial density of 3-0° Bs’ is of importance. 
The area proposed for the works, it has been pointed out, is suitable for impounding sea water by 
gravity and it is expected that it would be possible to provide continuous pumping hours so as to 
obtain sea water in the pans. It has also been claimed that the sea water along the coast at the 
proposed site is free from suspended silt in any appreciable quantity and therefore does nct pose any 
difficulty regarding oiltation. 


The Salt Works 


1-31 Removal of water from sea water, which contains on an average 3-5% of salt as dis- 
solved materia!, is the cheapest method of salt production. The evaporation of the sea water is catried 
out in an open expanse of land with the said of solar radiation. The area of salt works is essentially 
divided into three parts, viz., reserviour, condensor and crystalliser. The movement of the brine, 
i.e., evaporated sea water from one part to another.is arranged in such a manner as to provide for 
a long path of movement so as to achieve better evaporation. Evaporation is achieved with greater 
speed when the brine is in motion. During the its concentration by evaporation, sea water under- 
goes reduction in vclume and increase in the concentration of various dissolved solids. Sea water 
of an initial density of 3-5° Be’ on an average has the following composition:— 


om/l 
1. Calcium Carbonate - . . * CaCC, 0+12 
2. Calcium Sulphate - . . +» -CaSO,2H.0 1°44 
3. Sodium Chloride - . . + NaCk 29-11 
4. Magnesium Sulphate ‘ . + MgSO, 2° 34 
5. Potassium Chloride ‘ ‘ + KCl 0:72 
6. Magnesium Chloride . ‘ *  MecCl, 3°58 
7. Magnesium bromide . 7 + _MgBre 0:05 


1-32 Jn order to ensure the recovery of salt of the maximum purity, it is necessary to 
organise salt pans in such a manner that different impurities are removed at different stages accord- 
ing to their solubility values. Due care has to be exercised in the collection of salt at different stages 
so as to reduce these impurities to the maximum possible extent. By controlling the rate of evapo- 
ration and the degree of agitation of the brine, the salt producer is also able to vary the sizes of the 
crystals produced. A large salt works, well planned from its initial stages, can set up a set of inter- 
connected salt pans in such a manner as to obtain different grades of salt at different stages and 
remove impurities as best as possible so as to achieve improvement in the quality of salt. 


1:33 The applicant Company has claimed that as, even in the first phase of the development 
of its proposed Salt Works, an area of about 5,000 acres will be taken up, it will be possible to organise 
the whole operation of evaporation in a scientific manner. The design will ensure adequate stocks 
of saturated brine at all times for feeding the crystallisers, which are proposed to be worked in 
series for obtaining better purity. It is also proposed to utilise the salt crop of the first season for 
preparation of the crystalliser bed. A further operation of a preparatory type will be undertaken 
in the following manufacturing season so as to provide a clean hard bed for further crystallisation. 
This will provide a basis for mechanical salt harvesting. Such harvesting will reduce the cost and 
ensure complete and efficient harvesting of the salt produced in the crystallisers. To ensure the 
convenient operation of mechanical salt harvestors, it is proposed to keep the area under individual 
crystallisers at around two hectares. It is claimed that this will not only facilitate manufacture and 
the harvesting of salt but also reduce the cost of construction and maintenance in addition to en- 
suring @ more gainful use of the area available for the works. 


1:34 Itis claimed that a salt works organised carefully and scientifically in this manner would 
be capable of producting salt of about 97-5 to 98% NacL content on dry basis. It has been 
claimed. by the applicant company that this would be of a much higher purity than what is being 
produced in most.of the salt works operating in India at present. : 
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Mechanical Washing 


{-41 The salt thus produced is proposed to be upgraded in a mechanical washery. It has 
been indicated that the washery proposed to be installed will be utilising hydro-cyclones which will 
be fed tengentially with the salt and wash liquor mixture. The washed salt will be removed from 
the conical bottom chute with the washed liquor ejected from the top. The washed salt will be sub- 
jected to continuous centrifuging for effective removal of adhering mother liquor. The centrifuged 
salt will be further passed through a hot air rotary drier for achieving complete dryness. It is claimed 
that salt of the purity expected from the Salt Works and further washed in this manner will attain a 
purity of 99-5% NaCl on dry basis. It is claimed that when setting up the washery, the washing 
parameter will be studied at one of the national! laboratories, utilising the expertise so far developed 
in the beneficiation of iron ores in the Company’s own plant. The capacity of the washery will 
be around 200 tonnes per hour and will be sufficient to wash 3-50 lakh tonnes annually on the basis 


of one shift. When production increases in the second phase of the project, the unutilised capacity 
of the washery can be brought into use. 


Loading of Salt 


1-51 One of the major handiczps in the export of salt from India is said to be the very low 
rate of loading in ships which exists at most ports from where salt is exported at present. The appli- 
cant company proposes to provide facilities so as to ensure a higher rate of loading. It has been, 
claimed that a study of the admirality chart relating to the concerned area indicates that, running 
along the coast of Hansthal creek close to the North West corner of the proposed site, a diatt of 6 
fathoms and 3 feet exists in the permanent waters abut 500 metres from the shorc. An all time draft 
of 35 feet exists beyond a distance of 500 metres along this line. It is proposed in the first phase of 
the project that bulk carriers with a capacity of 30,000 to 35,000 DWT can be loaded at this point 
which is located in the protected part of the approach channel to the Navlhkhi port. It has been 
mentioned that this port works practically throughout the year, being protected against the South 
West Monsoon by the mainland. The North East winds are not so pronounced. 


1-52 Of the distance of 500 metres between the shore and the point at which the bulk carriers 
can halt, 200 metres fall under a ‘drying’ water belt and 200 metres in a belt of only two feet permanent 
water. The applicant company proposes to provide a kind of rubble embankment over this distance 
of 400 metres, which would provide a passage for trucks to transport salt from the storage area of 
the Salt Works. The cost cf this work has been estimated by the applicant company at about Rs. 
50,000/60,000. The remaining distance of 100 metres is proposed to be covered by three or four 
dump barges of a capacity of 500/700 tonnes each. The idea, as explained at the Public Hearing 
by the representative of the applicant company, is that the bulk carriers will provide facilities of 
mechanical loading from the dump barges in such a manner as to. provide for a loading rate of 5000 
8000 tonnes per day. It is claimed that this would ensure adequately efficient-loading and would 
make exports to distant market like Japan competitive. 


Capital Cost of the Project 


1-61 The present stage of developing about 5000 acres of land for salt cultivation and the 
related setting up of the mechanical washery are expected to require a capital investment at Rs.64,00,000. 
The break-up of this expenditure has been indicated by the applicant company as follows:—* 








S. No. Description ; Rs. in lakhs 
1. Earthwork involved in construction of embankment, crystallisers, roads, staking ground, : 
Sluice gates, etc. .° : ‘ ss ’ . . . . : . . 20-00 
2. Building for office, stores, workshop, garages etc. . . . : . . . 3-0 
3. Pumping units and accessories + . . . . . . . . . . 4:0 
4. Belt Conveyors . . . . . . . . . . - ‘ . 2-0 
5. Tractors, trailors/vehicles, etc. . . . . . . . . . . 3-0 
6. Water Supply line - . . . . . . . ° . . . . 2-0 
7. Electricity installations . . : : . . ° . ‘ . : a 3-5 
8. Salt Washery Unit - : ‘ : : : : . . ‘ : : : 16-0 
9. Salt Harvesting equipment . . . ‘ ‘s : . . . : : 6°0 
10. Equipment for table salt manufacturing Plant «+ — : . : ‘ 7 7 ‘ 4°35 
TOTAL ‘ ‘ . . 64-00 


*The applicant Company has provided further details. These are to be found in Appendix A6 to this report, 
24—10 M of LJ & CA/ND/79 : 
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1-62 It has been stated that most of the equipments required will be indigenously available. 
Capital equipment worth Rs. 6 lakhs may however have to be imported. This is because mechnical 
salt harvestors have not yet been successfully fabricated in India. The Company has pointed 
out that an experimental harvester of small capacity, fabricated by the Central Salt and Marine 
Chemical Institute, has not turned out successful and the Institute appears to have asked for Gov- 
ernment permission to import one unit for trial. The Company has pointed out that any such im- 
port for the project will be only on the basis of clearance by Government, in case by the time it Is 
required, indigenous production has not been established. 


The Phasing of the Project 


1-71 The applicant Company is proposing to develop the initial 5,000 acres of the total 
area of about 20,000 which it is obtaining on lease as the first phase of its Salt Works project. Sub- 
ject to clearance by Government, the Company expects to take up construction work immediately 
after the Monsoon of 1976. As explained earlier, in the initial year, salt will not be harvested, 
but the crop will be used for the purpose of improving the crystalliser beds. Thus, the first crop 
of Salt for marketing purposes will be available in 1979-80. Areawise production will be progres- 
sively increased and production is expected to be as follows in the initial period of the project : 


1979-80 . . . . . . . +  1,75,000 tonnes 
1980-81 ’ ’ . . . ‘ . + 2,10,000 tonnes 
1981-82 . . . . . . . + 3,50,000 tonnes 


Thus, the first phase of the works may be expected to be completed by 1981-82. 


1-72 The applicant Company apparently has kept the second phase of development undefined 
and somewhat vague at this stage. It has only been stated that the development of the remaining 
area will be completed in a total period of eight or nine years from the commencement of the scheme. 
At the Public Hearing, it was indicated that the further development will be undertaken according 
to the success achieved by the Company in ensuring exports of the magnitude that it is undertaking 
to effect, provided the project progresses as per expectations and long-term demand for salt in foreign 
markets at remunerative prices is established. ‘The Company expects tc undertake the development 
of the remaining area systematically so as to cover the entire leased area of 20,000 acres by 1990. 
The area under lease would already be available to the'Company. The mechanical washery would | 
have a built-in capacity which would provide for a significant part of the further requirements of 
mechanical washing of salt in the second phase. 


1:73 The other aspects of the project. to. which not much attention has been given in the 
present project phase will also apparently receive more attention in the second phase. This is spe- 
cially important in respect of the loading facility to be developed for efficient mechanical loading 
of ships. It has been stated that construction of a single berth wharf along the six fathom line, 500 

‘metres from the shore, may be thought of at that stage. The loading operation can then be accom- 
plished through the medium of a conveyor system. This will eliminate operations, like loading 
and unloading of trucks and barges, and ensure a high loading rate. This however involves large 
capital costs and will also require special permission of Government if such a facility is to be created 
by a private sector company. Apparently these aspects have not yet been examined in any detail. 
The representatives of the company pointed out that it is too premature to scrutinise such possibi- 
lities in detail at this stage. This part of the second phase development can only be chalked out 
after some experience is gained regarding how the first phase of the project develops. 


CHAPTER II 
JUSTIFICATION AND OBJECTIONS 
Justification of the Proposal 


2°01 The main justification put forward by the applicant company in favour of the proposed 
Project is that only such a project would make it possible for salt export to be organised on a large 
scale. At least immediately, the applicant company specially has in mind the Japanese market. 
It has been pointed out that India used to export common salt to Japan till the year 1970. The exports 
in the few preceeding years were as follows: 


\ 
1967. . . . . , ‘ . *  3,60,700 tonnes 
1968 - . . ‘ . . . ‘ + §,10,600 tonnes 
1969 - . . ° ¢ . . . + 3,25,200 tonnes 
1970 ° : . . . . . . + 2,06,500 tonnes 
After 1970 ‘ ‘ ‘ . : . + Nil 


2:02 It has been further suggested that the loss of the export market to Japan was due to 
two factors, viz., low quality of the salt exported and the low rate at which ships were loaded. This 
statement has been supported on the basis of a Monograph on Salt Industry in India, prepared by 
Mr. K.M. Thakur, in 1969. The points made in that memorandum tegarding the observations of 4 
Trade Mission from J apan which visited India in January, 1969, are as follows: 


‘Japanese Imports of Salt 


Japan imported 5-5 million tonnes of satt in 1967, Mexico and Australia being the principal 
suppliers. Other major exporters were China, USA, Tunisia and India. 


“The demand for salt in Japan is increasing at the rate of 6 to 7% per annum i.e. an annual 
increase of 300,000 to 400,000. tonnes. 


Imports of Salt from India 


“Japan’s imports of salt from India have not increasd in spite of the steady rise in demand 
for salt, owing to the presence of the following problems :— 


(a) Quality : The sodium chloride content in Indian Salt is low compared in Mexican 
salt. Therefore, Indian salt has to be blended with Mexican salt for being upgraded. 


(b) Port and Loading facilities: The port and loading facilities available at Indian ports 
are relatively poor. As a result freight charges from India become expensive. Un- 
Jess India can compete on an equal footing with Australia and Mexico, Japan would 
not be able to increase imports from India. 


(c) Numerous Exporters: Existence of a number of small exporters is also hampering the 
trade as it is difficult to contract bulk business with them. Some efforts towards 
combining their marketing activities should be made. 


(d) Numerous Ports : Salt is exported from 12 ports at present. It wil be advisable if 
one or two Major Ports are identified and developed for salt exports. 


Competition from other sources 


“The minimum loading rate in most exporting countries is 3,000 tonnes a day as against 1,100 
tonnes in India. Australia and Mexico, employing mass production methods, load at 
the rate of 5000 to 10,000 tonnes per day. Most competing countries are now employing 
bulk carriers of 20,000 tonnes capacity for transport of salt. In comparison with these 
efforts, India is quite uncompetitive and hence Japan finds it difficult to increase her 
offtake of salt from India. 


Measures for improving India’s competitiveness 
“For improving her competitive ability India must adopt the following measures: 


(i) The quality of salt for export should be upgraded. The sodium chloride content 
in salt should be 96% or over. 
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(ii) Rate of loading must be improved considerably at ports. 


(iii) Investment in the salt industry is decentralised at present. For economic production 
the investment should be concentrated. 


(iv) Ports designated for export of salt should be developed to entertain bulk carriers of 
20,000 tonnes capacity and above.” 


2°03 It has been further pointed out by the applicant company that, as eat ly as 1971, the Export 
Committee on the Quality of Salt for Export, constituted by the Ministry of Industrial Development 
and Internal Trade, had come to the conclusion that Japan has to be treated as an important market 
for Indian salt and that all-out efforts have to be made to retain and develop that market. The plea 
advanced by the Indian salt manufacturers-cum-exporters that the question of quality of salt for export 
should be left to be decided between the buyers and the sellers was not found to be acceptable by the 
Ccmmittee.* The applicant company has further quoted an extract from the Science and Technology 
Plan for Salt Industry prepared by the Planning Group on Salt, in which it has been stated as follows: 


“The age-old method adopted by the salt manufacturers have to be replaced with the methods 
that have scientific bias and also the various operations of salt works have to confer to the 
developed information which can bring better yield and quality of salt. It has been empha- 
sised elsewhere that only on account of lower quality of salt and a lower loading facilities 
at the Indian ports we have not been performing well at the export front in the recent 
time. Quality aspects need also greater attention as far as the outlet for salt in the salt- 
based industry is concerned. Considering the demand that is likely in the near future 
for production of caustic soda and soda ash, the demand for quality salt can be inferred. 
To decrease the input of finance in the economy of salt-based industry it has been felt 
that the impurities associated with salt need to be avoided by adopting suitable washery 
units and this is how the washing of salt also. comes under the R & D area.”’+ 


The main emphasis of the applicant company is that the proposal that it has formulated is very 
much in line with these expert views which have also been well-known in the industry for some years 
now. 


The Difficulties in Centuring Export Markets 


2-11 It has been stated that the difficulties faced by Indian Salt exporters in maintaining 
and developing exports to the Japanese market are illustrative of the difficulties in the way of devel- 
oping Indian salt exports. Japan has developed as one of the major importers of salt in the world, 
the quantity of salt imported by Japan in recent years being as follows: 


1972 : ‘ . , . voy ae ’ * 6°87 million tonnes 
1973. - . . . 7 . . 7 * 7:29 million tonnes 
1974 > . . ‘ : . . : * 7°75 million tonnes 


Even though the Japanese market for salt has been expanding at the rate of 8 to 10% per year 
at present, India has failed even to. maintain its exports leave alone increase them. Japan is now 
obtaining its sal. requirements mainly from the following three sources: } 


Australia + + + + + + + + 47% 
Maxico . . . . . . . * 43% 
China . . . . . . ‘ - 10% 


2:12 The Japanese insist on the purity of salt being as high as 99-5° NacL. This is with a 
view to avoiding having to undertake further purification processes in their own chemical industries ; 
these are not only costly but also create the problem of affluents which are objected to on ground of 
pollution. Unless such purity is such guaranteed pu.ity is provided by the existing salt manufacturers. 
The production of salt of such purity requires the organisation of salt wo1ks on modern scientific 
lines. Further upgrading ot the quality of salt 1equires atcangements for machanical washing. Such 
ariangements become economical only if the salt works is large enough to make the operation of the 
washery worthwhile. 


*Extract from the Minutes of the first meeting of the Export Committee on the Quality of Salt for Export held at 
Bombay on 28-1-1971 (constituted vide Office Memo No. 03012/1/70-Salt dated 3-9-1970 issued by the Ministry 
of Industrial Development and Internal Trade, New Delhi) (submitted by the Applicant Company). 


at +Extract from page 27 of Science & Technology Plan for Salt Industry prepared by the Planning Group on Salt 
(submitted by the applicant company). 


Aiea Week—December 1, 1975—-MC-Graw Hill Publication, Page 32 (copy submitted by the applicant 
company). 
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2:13 There is a further problem that, if effective competition isto be offered to large produ- 
ceis and exporters of salt from countries like Mexico and Australia, it is necessary that salt production 
should be organised on a scale which would reduce the cost of production and also make large scale 
loading of salt practicable. Because of the small size of many of the non-captive salt works that 
exist in India today, salt has to be loaded for export purposes at a large number of points, making it 
difficult for large scale loading facilities to be provided at any one point. Efficient loading facilities 
would require special equipment which involves heavy investment. This would become worthwhile 
only if the total quantity of salt handled at that point is large enough. This may not be possible except 
for a salt works organised on a large scale mainly with a view to exporting a large part of its produc- 
tion. It is on the basis of this approach that the applicant company has preparea its proposal. 


Production of Superior Quality 


2:21 According to the appliant company, the quality of salt at present produced in India 
is not sufficiently high. It contains NaCI to the extent of 94/95°% on wet basis. A table showing 
the composition of salt from Mexico, Australia and India as supplied by the Japanese Sumitomo Cor- 
poration is given below:— 


Standard Quality of Salt 


Mexico Australia India 
H,O . . . . . e . 2: 05 2. 00 4. 07 
ILM. - : . ‘ . . . 0:04 0: 13 0:14 
TC . ‘ . . . . 59-13 59°13 57°56 
so, - . . . ’ . . 0:17 0:15 0: 51 
Cas + a . . : . . 0-06 0:05 O° 14 
Mg . 3 7 . . . . 0°03 0°04 0-15 
K . : . , : . , 0°02 0:02 0°05 
Na o* 6 8) 8 8 8 +8 38°29 "38:27 37-10 
Total + . 7 . ms . 99-79 99-77 99-70 ~ 
NaCI - ‘ . : : ’ 97:36 97:24 94:04 


The applicant company has pointed out that, out of the salt works existing in India, a very large 
number (5022 out of 5076) are small works producing 10,000 tonnes or less per year. Due to such 
small sizes and scattered location, these works are unable to adopt modern scientific techniques and 
organisation for salt cultivation and purification. By organising its Salt Works on a large and scientific 
basis, it would be possible for the applicant company to ensure the production of salt of high purity 
and at the same time ensure its efficient and economical production. The company will also piovide 
facilities for mechanical washing which will further remove impurities and thus ensure a purity of 
99-5°% NaCI on dry basis. 


2-22 It is of great importance to ensure that salt is purified as far as possible at the stage of 
the production process itself, i.e. before it is despatched for use either in the internal markets by che- 
mical manufacturers or in external markets. The applicant company has quoted the Report of the 
Salt Expert Committee which reads as follows :— 


“There are several instances to our knowledge wheie chemical manufacturers are incutting 
high cost in the purification of the salt used by them to make it suitable for their manu- 
facturing process. In the electrolytic process, the presence of sulphates is a serious draw- 
back, which can be removed only by the addition of barium chloride which is a clostly 
chemical. This adds to the cost of the chemicals produced and its is essential for the 
country’s economy that the industries should obtain salt of good quality.”* 


It is preferable to improve the quality of the salt at the salt works itself because immediate 
washing enables impurities of magnesium to be effectively removed with minimum loss of salt. There 
is also the added advantage that no transpoit cost is incurred on the carriage of impurities in the 


salt. 


2:23 It has also been stated that the salt of higher purity will be of considerable utility to the 
manufacturers of caustic soda and soda ash in India. Some of them have captive salt works; but 
quite a number depend on outside sources of supply for common salt. They have to incur considerable 
costs for purification of brine and this can be avoided if they are able to secure as 1aw material salt of 


ibang ale ey Te ee 
*Paragraph 2° 2-2 on page 361 of the Report of the Salt Expert Committee (as quoted by the applicant company). - 
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higher purity. The cost of washing salt in well designed salt washeries is approximately Rs. 5/- per 
tonne. The cost incurred by chemical works for purification of brine depends upon the impurities 
present in the salt which they purchase. Accoiding to the applicant company the cost of such puri- 
fication by chemical treatment on an average works out to Rs. 15/- per tonne for caustic soda manu- 


facturers who are required to eliminate sulphates. 


2:24 The fact that existing salt picducers are not able to ensure the eaport of high quality 
salt is indicated by the applicant company by pointing out that, during 1967 to 1969, Salt Works on 
the West Coast of Irdia paid in penalty Rupees three lakhs to foreign buyers.* It has been further 
stated that in 1974-75 a number of salt works from the Saurashtra and Kutch Region, who affected 
shipment of salt to Formosa, had to pay penalty for non-fulfilment of quality specifications. 


The Company’s Expertise in the Field of Export 


2°31 The applicant company was a pioneer in thc cxport of iron ore from Goa and has effected 
exports of iron ore to countries like Japan, West Germany, Sweden, Czechoslovakia, Belgium and. 
lately, the U.S.A. The company established a mechanical ore handling plant, the first of its type in 
this part of the world, and also provided a trans-shipper for better loading of large sized vessels in mid- 
stream. The best performance in loading achieved with the use of the trans-shipper has been about 
14,812 tonnes per day. The Company was thus the first to organise mechanical loading operations 
and has built up expertise in this field. It is at present loading about 1-6 million tonnes of iron ore 
from Mormugoa Harbour per year; as a result it earned foreign exchange worth over Rs. 10 crores 
in 1972-73 and 1973-74, and Rs. 15-61 crores in 1974-75, 


2:32 In the same connection the company pioncered the establishment of a pelletisation plant 
for the treatment of iron ore. This has helped to earn more foreign exchange; pelletisation of iron 
ore fines is worthwhile as pellets have a far higher unit value than fines. The applicant company has 
also pioneered the production of self-propelled barges of a large capacity. It also designs and con- 
structs dredgers, tugs and deep sea fishing trawlers. It has recently established another unit for 
similar construction at Gogha in Gujarat. 


2:33 Asa result of these various export activities undertaken by it, the i 
has established contacts with importers in Japan, USA and various othist idetena on i 
close touch with foreign markets. The applicant company is a recognised exporter and has received 
a certificate of merit from the Government of India for its export performance. All this experience 
and expertise built up by the company will be of uce in developing the proposed Salt Works as an- 


export oriented project. 


Emphasis on Exports 


2°41 In the development of salt exports, the quality of salt as well as its price are i 

But in the case of salt, the ratio that freight charges BcsuBY i the final price is so high that aalleodie. 
ing areas situated far away from a market may be at adisadvantage. If modern loading facilities are 
established, the disadvantage can be considerably reduced. According to the applicant company 
the normal size of ships engaged in the transportation of salt is between 30,000 and 50,000 DWT 
Economy in freight rate is possible only when such ships can be rapidly loaded so that they can quickly, 
turn around. This involves the availability of large quantities at the loading point ‘and efficient 
mechanical loading facilities. Only a large salt works can make available substantially large quant- 
ities at one loading point. It has also been pointed out that the average yield of salt per acre is around 
100 tonnes in Australia as against 60 tonnes in India. To produce a given quantity of salt, a com- 
paratively laiger area of land is required in India. These various factors suggest that only a large 
salt works of the size contemplated in the proposed project can effectively organise exports to distant 
foreign markets in competition with established exporters from countries like Mexico and Australia. 
The applicant company has also worked cut a system which will increase the rate of loading to 
about 5000 tonnes per day. This can be done by it only because of its large size, the site selected 
and its expertise in handling of bulk commodities for shipping. 


2°42 The applicant company has specially emphasised the fact that though Japan is importing 
salt at present almost exclusively from Australia and Mexico, Japanese importers are Icoking for alt- 
ernative sources because of the increase in the f.o.b. price of salt effected by these supplies. It appears 


ee 

*Source :Page 2 of “Note on Implementation of Quality Control and Preshipment Inspection of Salt meant f i 
circulated by the Salt Commissioner to the Members of Expert Comnities on the Quality of Salt for Exner 
for the meeting held on 28-1-1971 (quoted by the applicant company). 
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that recently prices have heen raised from £3.00 or £4-00 per tonne to £7:00. In this situation, 
it-would be possible to enter into long-term contracts with Japanese importers for supply at a reasonably 
good price. The applicant company has stated that it has already received enquiries in this connection 
from important Japanese sources. If the proposed project is approved, the applicant company 
is confident that it would be possible to ensure exports of salt on a large scale to the Japanese market. 
It is emphasised that this will be a net addition to the exports that are being effected at present from 
India, as no exports whatsoever are being made to Japan since 1970. The applicant company has 
indicated that at present it is not contemplating exports to any country other than Japan. 


Domestic Industrial Demand 


2°51 As mentioned above, the applicant company has pointed out that, by producing salt 
of a high purity, it will be in a position to satisfy the requirements of the producers of caustic soda 
and soda ash in a more efficient and economical manner. With population growth and rising stand- 
ards of living, the demand for caustic soda and soda ash is bound to increase and therefore, from this 
source alone, additional demand for salt to the tune of 1-8 million tonnes per year will be created by 
1978-79, Other industries like fisheries and hide during which require common salt as raw mterial 
are also developing fast. The company’s production will enter the market only in 1979-80. It 
would be reasonable to expect that by that time the demand for salt from these sources would have 
increased sufficiently and the problem of accumulated stocks faced by salt manufacturers today as 
a result of the slow development of caustic soda and soda ash industry will no longer exist. In any 
case, out of the expected production of 3-5 lakh tonnes by 1981-82, only 25% will be placed on the 
domestic market. There should be no fear therefore that there would be any glut or that the existing 
salt producers would be adversely affected. Moreover, the Company will try to market its salt by 
using coastal transport and not put a further burden on rail transport for the domestic sales of salt. 
In any case, the applicant company will not be adominant producer in the manufacture of salt. 


Objections to the Proposal 


2:61 As already mentioned in the Introduction, specific objections to the proposed Project 
had been received only from two individuals... At the Public Hearing itself, objections were received 
from the Indian Salt Manufacturers’ Association. It is not necessary for us to specify who raised 
which objection. A number of the objections overlapped. After analysing the various objections 
raised, the main points can be summarised as follows:— 


1. The applicant company belongs to a large House with a wide range of business activities. 
It has also undertaken new projects such as iron ore pelletisation, the production of explo- 
sives, and a cement plant. The manufacture of salt is not an activity which can be said 
to belong to the core or heavy investment sector of the economy. It would not therefore 
be appropriate to permit a Large Business House to enter this field. Such entry may 
create unfair competition to the existing producers, most of them smal] entrepreneurs. 


2. There is already a significant concentration of salt manufacturers in Gujarat on the Sau- 
rashtra Coast. These manufacturers are finding it difficult to sell all the salt which they 
produce, either in the domestic or in foreign markets. Taking the country as a whole, the 
licenced area of salt manufacture is about 2,24,000 acres. If fully developed and utilized, 
this would yield nearly 90 lakh tonnes of salt, which would far exceed the total requirements 
of salt in the next ten years. The actual area at present utilised for salt cutivation is 
1,36,250 acres. The reason for a large part of the licensed area not beingl used for salt 
production is that the present supply of salt far exceeds the demand. As a consequence 
of these factors, the salt works in Gujarat alone have been carrying forward large stocks. 
These stocks were as large as 31 lakh tonnes at the end of 1973 and, even after adverse 
weather in 1975, almost 15 lakh tonnes at the end of 1975. In such a situation, the entry 
of a large producer with a much greater staying capacity, is bound to effect the competitive 
position of the smaller salt manufacturers adversely. Even if it is assumed that only 25% 
of the output from the proposed Project will be domestically marketed, it will have an ad- 
verse impact on a large number of small producers. It should also not be overlooked that, 
eventhough the first phase of the project is said to cover only 5,000 acres of salt cultiva- 
tion, the total area which the applicant company is obtaining on lease is as large as 20,000 
acres. When this is brought into operation, the annual output can be as much as 10 
to 12 lakh tonnes per year. This would make the applicant company one of the largest 
single producers of salt in the country. This would be to the detriment of all the 
other smaller and independent salt producers, 
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The estimates of demand for salt had been put at a high level as it was expected that, with 
the additional licensing of units for manufacturing of caustic soda and soda ash, there 
would be considerable increase in the demand for common salt. It has however been 
observed that much of this additionally licensed capacity is not coming up and some of 
the units are not even producing fully up to their licensed capacity. There is a shortfall 
in damand to the extent of about 1/3rd. That is an important reason for the accumula- 
tion of stocks with the present producers of salt. Any sanctioning of a new salt project 
of the basic of the inflated demand estimate would therefore not be justifiable. 


As regards exports, the existing producers, with the assistance of the Salt Commissioner 
and the State Trading Corporation are also making maximum efforts to build up and 
expand exports of common salt. Markets in various countries have been established and 
further efforts are continuing. The claim that the quality of salt already produced is not 
good enough is incorrect. All exporters of salt are subject to quality control by the Salt 
Commissioner at the loading points. If further exports become possible, the existing 
producers, without any additional investment, are quite capable of significantly increasing 
production. It is not therefore necessary to permit the present proposal for the purpose 
of expanding exports, either to Japan or to any other foreign market. . 


The main reason for India’s losing the Japanese market has been the poor loading facilities 
at the points where salt at present is loaded in bulk carriers. What is necessary is to 
improve loading facilities and not the creation of a new production facility. Government 
has been considering this matter for some years, and it is understood that the question 
of developing a loading facility, which would make it possible for salt to be loaded at the 
rate of abcut 10,000 tonnes per day at Kandla, is under the active consideration of Govern- 
ment. Such a facility would help'improve the handicap that is at present faced by the 
Indian Salt industry in exporting salt to Japan. Any attempt by a private sector company 
like the applicant to set up its own facility for improved loading would be a dupliction 
of effort. In any case, if the Kandla facility is provided. exi-ting salt manufacturers can 
easily help recapture the Japanese market. 


The project cost of Rs. 64 laks mentioned by the applicant company is a gross under- 
estimate. For developing the whole area of 20,000 acres, an investment of around Rs. 300 
lakhs would be required. Even if it is assumed that at present, with investment of 
Rs. 64 lakhs, the applicant company would develop only about 4,000 acres, the estimate 
does not take into account factors like loading facilities without which the export trargets 
indicated by the Company would be patently illusory. 


The estimate of exports given by the applicant company are over-optimistic. The con- 
ditions in the world markets are such that the applicant company may not be able to export 
on the lines indicated by it. Moreover, if it achieves the export target of 75% of its pro- 
duction, this may be merely at the cost of other Indian exporters. The applicant Company’s 
business connections abroad may be used to the detriment of existing exporters. The fact 
that the applicant company is already engaged in other exports, and is also involved in 
shipping, makes it possible for them to resort to manipulations which may work to the 
disadvantages of small salt producers and exporters. 


The area where the proposed Salt Works is to be located has already become a barren area 
due to advancing sands and encroachment on the agricultural land. The sanctioning 
of such a huge salt Works, with continuance of heavy seepage of saline water into the sur- 
rounding areas, will further accentuate the process of creating waste land and upset the 
climatic and ecological balance of the area. 


A specific point was made that the applicant company being a private limited company, 
the benefit of its activities is concentrated in the hands of a small number of persons, mainly 
one family. It is therefore desirable that no further expansion of the activities of this 
Company should be permitted. If the project is to be approved, it should be carried out 
by a new company. 


CHAPTER III 
ANALYSIS OF THE PROPOSAL 


The Present State of the Salt Industry 


3-01 According to the applicant company, there are at present 5076 small and big salt works 
in India, out of which 5022 ae small and prod ice 10,000 tonnes or less each per yea>. In Gujarat, 
30 salt works prod sce salt from 10 to 15 thousand tonnes each, 21 salt works from 50 thousand to 

. 1 lakh tonnes each and 3 sa't works I lakh tonnes or more each per year. Gujacat is the region where 
the prod iction of salt in the country is largely concentrated. This would be ind‘catcd by the fol- 
lowing table :— 

TABLE II 


Production of Salt from 1967 to 1972 
(in 000 tonnes) 








Name of the State 1967 1968 1969 1970 : 1971 1972 
Andhra Pradesh - . . . . . 230°3 304-0 186°3 1743 231°0 363-3 
Gujarat . ’ . , . . . 2395°3 2658°7 2945-7 3079-2 2634: 5 3346-4 
Kerala - . . , * ° . . 1-1 0°6 1:0 0-2 0-7 ‘‘e 
Tamilnadu: . : : , . . 636°6 709-8 124°9 631-9 796° 3 709-7 
Maharashtra . : ‘ . . . $25°8 447-6 458-7 4268 468-5 579° 2 
Mysore ‘ ‘ . , . . . 6°6 12:3 10°3 8°6 12:2 14-2 


Orissa - : : . é : : : 42:9 78:4 13°6 57-2 25°4 87°5 
Rajasthan . : . : 7 7 . 404°7 306-0 333-6 451°3 488°3 482°8 


Himachal Pradesh - . . . 7 p 3-6 33 3-7 44 4°2 47 
West Bengal - ’ ‘ . ‘ . , 78 13°7 11°6 10°7 2°7 12°2 
Unlicensed Production + ' . . . 215°7 296°0 372°9 732:9 753-0 903-1 
Goa, Diu & Daman . . : ‘ . 17°38 13-3 11-1 10:7 9:3 13-3 
Pondicherry - . . ‘, : ‘ : ‘ a an 0-7 


TOTAL . 7 : 4488-2. 5C43-7 = $1734 SS88*2 = 8426-1 = 6517°1 





Source ; ‘Salt es Mixed Salt” , Central Salt & Marine Chemicals Research Institute, 1974 (sutmitted by the arplcc:t 
company). 


3-02 Prod.iction of salt is undertaken mostly along the coast by the process of solar evanoration. 
For any substantial production a licence has to be taken from the Salt Commissioner rega-ding the 
area over which salt can. be pred icrd by the evano-ation. The data rega-ding a-ea licersrd and a-ea 
under actual cultivation (as submitted by the Indian Salt Manufacturers’ Association) is given telow:— 


Licensed Capacity Utilised Capacity 





Name of the State (Total Acres licen- (Actual Acres 

sed) in 1973 under cultiva- 

: tion) in 1973 
Gujarat (Marine) . ee : . . . . 102909: 08 63178: 33 
Gujarat Inland - . . . : , : . . 49291-27 13096- 00 
Maharashtra 7 . . . . : . . . : 24208- 16 20358- 00 
Mysore . . . : . . , , . , 488: 20 488-20 
Goa, Diu & Daman . . . ’ . . . ° 2030: 15 1533-10 
ToTaAL - . . . . . , 178928-06 — 98654: 23 





_ 3:03 According to the Salt Commissioner, on an average, one acre of land can lead to a pro- 
duction of 50 tonnes of salt per year. Thus the total acreage licensed may be sa‘d to be potentially 
capable of a prodiction of atound 100 lakh tonnes of common salt per year. As the data in the 
above Table show, quite a substantial prod iction of the licensed ac-cage has not been brought under 
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cultivation. This is said to be because the demand for salt is not adequate to sustain production 
from all the licensed acreage. The following data provided by the Salt Commissioner supports this 
contention :— : 








Year Stock on the first Production Issues including Balance carried 
of the year (sic) exports forward (closing 
: stock) 
1970. - : : 1638-9 3342-7 27867 1950: 8 
1971 + : . : 1950: 8 3012-6 2959-2 1717°3 
1972 - . : 1717°8 3769-5 3014-8 . 2370°2 
1973: ‘ : 2370-2 4332-0 2910°6 3424-0 
1974 - : . 3424-0 3591-7 2964-9 4047: 5 





These data show that the closing stocks of common salt have been increasing and had already reached 
a figure equal to or larger than the annual! production of salt by the end of 1974. ; 


3-04 Regarding the quality of the salt produced in the country at present, the applicant 
company has provided an extract from the Report of the Salt Expert Commitee of the Government 
of India (1950) from which it appears that the composition of common salt produced in various 
arcas of Saurashtra varied from 96-7 to 98-8 NaCl on dry basis. The quality in most othe1 salt pro- 
ducing areas, according to this Committee, was usually worse. According to the Salt Commissioner, 
the salt at present produced in the salt works located in, Saurashtra has NaCl content varying from 
96% to 985% on dry basis, with percentage of moisture varying from 3% to 6%. Regarding the 
quality of salt not always being to the required standards, the applicant company has submi(ted an 
extract from some correspondence emanating from the Salt Commis:ioner* indicating that the pro- 
portion of salt below standard had increased from about 15% in 1968 to about 40% in later years. 
The applicant Company has also given data to show that in the years 1967, 1968, and 1969 about half 
of the exporting salt works had to pay penalties as provided in the export contracts for exporting salt 
containing loss than 94% NaCl. 


3-05 Export of common salt to matkets abrcad has been established for many years. The 

Table III (annexed) provides data about export of salt from India to various destinations in the period 

between 1968-69 to 1974-75. The data in this Table show that exports to some destinations, specially 

Fast African and certain Asian countries, have tecn well established. Nepal is almost a captive mar- 

i EXDOr to Japan, which were substantial, have however completely ceased after the y+ar 
0-71. 


Future Development—How? 


3-11 In order to understand the present state of the salt industry and the lines elong which 
experts think the industry should be developed in future, the following extracts from the Reports 
prepaied for the National Committee on Science and Technology may be of interest:— 


“In the year 1948 the total production of salt in the country was 2-33 million tonnes and salt 
was imported to the extent of 2:98 million tonnes in the same year.. During post-wat 
independent era, a few major salt woiks were opened mostly in Saurashtra-Kutch regions. 
The country achieved salt-sufficiency in respect of salt manufacture in the year 1950. Salt 
was exported to Japan from 1950. The growth of the salt industry was haphazavd without 
consideration of the existing and projected demand for the regions. The major problem 
for this cheap and essential commodity is its transport to the consuming centres. The 
quality of salt manufactured in the country is to a large extent substandird. The salt 
required both for export and by the chemical ind istries should be of greater purity. ISI 
lays the standavds of purity of salt for chemical industries as 98 per cent. The export of salt 
during the last four yeats shows that we are losing the export market due to poor Icading 
capacity and also due to some extent substandard quality. The export of salt during the 
years 1968 to 1971 are 6-18, 6:21 , 4-79 and 3-79 lakh tonnes respectively. From studies 





’*Extracts from the Note on the implementation of the Quality Control and Pre-shipment Insrecticn of Salt meant 
for export attached with the Salt Commissioner’s letter No. 9(4)P/70/129-80-81-82 dated 3-12-70, acdresscd to 
members of the Export Committee on the Quality of Salt for Export (submitted by the applicant company). 
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undertaken it is observed that with better operational control in the system of works of the 
Indian salt works it is possible to improve the quality of salt to upgrade it on par with that 
imported by Japan from Mexico and U.S.A.”* 


“As our future demand of salt is mostly for chemical industries and export, the large-sized 
salt works will need complete mechanisation of the operations, of harvesting, washing, 
destacking, filling. loading, etc. It will then be possible to reduce the cost of prod.ction, 
improve qual.ty to suit the industry ahd iricrease productivity. Hence, the ‘project aims 
at complcte mechanisation of the future large-sized salt works and partial mechanisation 


of the existing salt works in view of the heavy capital expenditure involved in complete 
mechanisation.” + 


TABLE III 


Exports of Salt from India 
(Rs. in lakhs) 








Destination 1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 
Afghanisthan - . . : . 0-11 
Ceylon + . , : : 0°27 
Congo °. 5 . . ' 5 1°23 a. us an “8 a si 
Indonesia’ - ‘ ° : : wa “te a. 3° 88 i ae 6°72 
Japan *  * + + + 99°08 © 59°85 29-28 co ar are 
Korea (South) ‘ , : ‘ “2 28-96 37° 24 59-01 16°96 30:10 25:87 
Maladives - ° ‘ ’ ane Be i . O15 0: 24 0-62 0: 68 
Malaysia + + * + + is 7-29 2 s Omg es “ 
Nepal - +. + . ‘: . 13-51 10-70 16°42 23-90 79+ 22 49°19 23-11 
Phillipines ‘ . , . ‘ae 2°43 Ba 448 5-32 a 5: 56 
Singapore - . : : : 111 2:90 8-24 15-62 6°60 4:39 11-59 
Taiwan - : . : : 12:99 + 45+97 hs a 
Thailand - : , wa es a 0°79 4°03 ar ws 
Uganda Tanzania - . . . ou 5-24 ‘1°73 230 a 0°01 
Uganda . ‘ : . ‘ 28-07 1°57 ne 19-22 2:39 ais ted 
China Rep. - : 2 : i a A a ‘4°26 | 17°94 6°87 
Bangla Desh . ‘ . ; ¥ 122: 48 
Qatar 1-89 
Saudi Arabia - : : . ani a Ms nr Ea . 6°58 
Korea DP. Rep. - : : . a a 2: a 4°38 3°70 
Other E, Africa : 7 : . os sy 5s 7” 6°52 Ne 
Zambia ° : : : . : 6 og is Sa a 0-01 
Hong Kong - 7 : : . oy ve i an 0-03 
Kenya < : 7 . y , mY ates ae . 265 
Liberia - : : . : tee oe eho 4.7) 62°90 

TOTAL - ‘ : 156: 37 164-91 93°70 132-53 124-86 = 112° 48 211+35 





3-12 One of the aspects that the Salt Commissioner has emphasised is that there is already 
a certain lack of regional balance in the salt production in the country. Gujarat produces a very large 
proportion of the total production of salt and this leads to transport bottlenecks. At the same time, 
it has been pointed out that there is no ban on further licensing of salt at present. The bulk of the salt 





*Report of Science and Technology Plan for Chemical Industry Vol. 2, Statu Report on Chemical Industry, sub- 
mitted to National Committee on Science and Technology, July 1973 (p. 174). 


Scio and Technology Plan, 1974-79 Draft Vol. I, National Committee on Science & Technology, Aug. 1973 
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used for common consumption is ordincry salt, not specially procersed for human consumption. 
Ms. Sahar Salt Lid. prodices a small quality of Table Salt and Dairy Salt, and its production in 
recent years has been. as follows:— 


a erp erp irre ere 


Year Tab‘e Salt Dairy Salt 
ee a See 8 
1972 + . . . . . . . . . * 62-15 tonnes 304-00 tonnes 
1973: ' . . . ‘ ‘ . . . +  §$7-25 tonnes 214-45 onnes 
1974 - . ‘ : ‘ . . . . . ‘ 5-65 tonnes 121-55 tonnes 


rer A RR ppg tryin 


3-13. M/s. Ta’a Chemicals who prod ice common salt for captive consumption in their che- 
mica! works also pzod uce about 20,000 tonnes of Vacuum salt per yea: and this is mazketed for human 
ecnsumption in different parts of the country. 


Demand for Salt 


3-21 The demand for common sa't atises both for human consumption and for industrial 
uses. As already mentiond ca-lier, mo:t of the salt used for human consumption in India is common 
salt, not specially processed or purified for the purpose of human consumption. As such specially 
proce'sed salt is more costly, the demand for such salt is limited. The demand for common salt 
for human consumption is normally assumed to-be almost inelastic and divectly related to human 
population though, in a country having a significant number of poor people, some increase in per 
capita consumption may be expected with an increase in the income of the poorest strata of the society. 
It has been, estimated that the demand for common salt for edible purposes would be 40 lakb tonnes 
by 1978-79 (the last year of the fifth Five Year Plan). This is estimated on the assumption of a pou- 
lation figure of 660 million, at the rate of 6 kg. pet capita per annum. .The demand for ind istrial 
purposes at present is estima’ed by the Salt Commissioner at about 20 lakh tonnes. The demand 
arises from the use of common salt in a number of ind ustries, the most impoitant of which ave chemical 
ind istries prod icing caustic sda aid soda ash, A few large chemical works such a3 Tata Chemicals, 
Dha‘aacad a‘a Chemical Works, Sa srashtva Chemicals and the proposed chemical works of Ballarpur 
Paper ha.c their own salt works. There are however a number of other chemical works which d> 
not have a captive source of common salt and d:pend upon independent salt works to supply their 
requizements. It has been estimated that aoproximately two tonnes of common salt a-e required per 
tonne of ca istic sc da or sod ach to be prcd iced. According to the Planning Commission, the pio- 
duction of caustic suda and soda ash for the yeas 1973-74 and 1974-75, and the ta-gets of capacity 
and prcduction as laid down in the Draft Fifth Five Year Plan for 1978-79, were as follows:— 


(000 tonnes) 
Production 1978-79 (Targets) 
Name of Item a en 
1973-74 1974-75 Capacity Prodvc- 
tion 
SSO ea et ten etree nS) 
Caustic Soda " ‘ . . . : . ‘ . 425 423 1000 785 
Soda Ash - : a : : : . , : 448 560 1100 880 


nnn nee eee A OL eR engin enenes 


On this basis, the requirement of common salt by 1978-79 for the production of these two che- 
micals would be 33-30 lakh tonnes. The requirement of salt for other industrial purposes in 1978-79 
has been put at 1-70 lakh tonnes. 


3-22 It has been pointed out that the progress in the development of industrial capacity in 
caustic soda and soda ash prod icing industry has been slower than anticipated when the Draft Fifth 
Five Year Plan was formulated. As a matter of fact, it has been observed that, due to the conditions 
of economic recession prevailing in the economy during the last year or so, even the existing plants are 
not producing to their full capacity. It would not therefore be wrong to assume that the demand fcr 
calt for industrial use may not incease by 1978-79 to 37 lakh tonnes, as envisaged at the time when 
Fifth Plan.was formulated. No da'a however are at present available to give precise indication of 
what the shortfall is likely to be. 
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3-23 As regards exports, the data about the exports that are being effected have already 
been given above. Acco-ding to the Sait Commissioner, the target for exports, when the Fifth Five 
bel Plan was formulated, was 8 lakh tonnes. The composition of these exports was stated as fcl- 
ows :— 


4-00 lakh tonnes to Taiwan and Phillipines 
0-85 lakh tonnes to South Korea and Singapore 
1-75 lakh tonnes to Hong Kong 

1-40 lakh tonnes to other countries. 


It may be noted that no provision was made in these estimates for export to Japan. 


3-24 The question that has to be examined in this connection is whether from the point of 
view of satisfying the expected demand for different purposes, sanctioning the project would be worth- 
while. As the Salt Commissioner has indicated, in terms of overall production capability as such, 
there is probably enough such capability in the already licensed salt works physically to satisfy the 
expected demand by 1978-79. This is specially likely to be true in view of the fact that the demand 
for industrial purposes by 1978-79 is likely to fall much short of 37 lakh tonnes which was the expecta- 
tion when the Fifth Five Year Plan was formulated. The fact that stocks have increzsed from year to 
year at least upto 1974 it is possible that they may decline somewhat as a result of the cyclonic con- 
ditions that affected Gujarat in 1975 further suppo.ts tho thesis that addition to existing production 
capacity is not necessary if looked at purely from the point of view of physical capability of pro- 
duction. 


3-25 There are however some other aspects of the problem which should not be overlooked. 
The first is that, as would be indicated by: the extract from the Report prepared by for the Naticnal 
Committee on Science and Technology quoted abcve, the growth of the salt industry has not been 
a very systematic one and quitc a large number of small, uneconomic and inefficient production units 
have been existing in the industry. These cannot but produce salt of an indiffcrent quality and generally 
operate on inefficicnt end uneconomic lines, While there is no doubt that some of the existing salt 
works have already attempted to improve their efficiency and quality of production, it is obviously 
not possible for all of them, specially the smaller ones, to rationalise and moder: ise their facilities. 
Small salt works do not easily lend themselves to organisation or. scientific lines and they may also 
not find it easy to find the capital required for rationalisation of their production proccsses. _It is 
not appropri’te to permit a situation in which there is nc incentive for continuous improvement in the 
quality of production. The constent upgrading of the quality of the salt is certainly necessary for 
improving one of the essential items of common consumption. It is also very important in order to 
improve the operational cfficiency of chemical industries specially those producing soda ash ana caustic 
soda, which constitute important inputs for many ovher industries. The Commission’s investi- 
gations from some of the leading units in this industry have indicatcd that quality of the common 
salt that is available to these units leaves much to be desired. The result of substantial impuriuies 
remaining in the common salt obtained by them from the present sources is that they have to incur 
significant costs in order to remove these impuritics. The costs apparently vary from unit to unit, 
the estimates submitted to the Commission ranging from about Rs.9 to Rs. 50 pertonne. This vaiia- 
tion would be partly due to the type of impuritics that have to be removed from the particular supplies 
available to a chemical unit, and partly due to the degree of impurities. In any case, there is no 
doubt that the supply of salt not being of the requisite quality puts an unnecessary burden on the 
chemical industries. Most of these units have written tc the Commission that they wovld prefer to 
obtain salt of higher purity provided, of course, that the rise in the price is not dispropottion::te. 
From the point of view of the nation.! economy, if salt of higher purity is available to chemical units, 
it will also mean some savings in transport ccst, salt teing a bulky commodity. _ Ther for. if a new 
unit can be brought iato existence, which from its inception can be organised on scientific lines so zs to 
produce salt ot higher purity. it may provide a much necded input from the point cf view cf the che- 
mical industry and also provide the most effective inducement for the existir.g units to improve their 
quality of production. 


3-26 The quality of production is even more important frem the point of view of cxpanding 
exports, As already mentioned above the estimate of exports by the end of the Fifth Five Ycar Plan 
apparently made no special allowance for exporting salt to Japan. We have alrcady referred to the 
data supplied by the applicant compavy to show that Japan is one of the important international 
markets for salt. It is already a large market and a rapidly growing one. India has lost its share 
in this market because of poor quzlity and inadequate facilities for loading ships. It is quite abvious 
that if salt exports have to be earnestly attempted, the Japanese market. cannot be ignored. _ That 
the present exports are not of the purity insisted upon by Japanese importers has not been seriously 
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questioned by anybody.* What has been said by Salt Commissioner, among others, is that even the 
existing producers may be able to imprcve the quality of their production “if the foreign buyeis guera- 
nteed purchase of salt from these salt works”. In such a case the cxisting salt works in their own 
intetest, specially in view of the penalty and bonus share clauses in the export agreements, may take 
steps to improve the quality of salt. Firstly, as already mentioned above, the possibility of existing 
producers doing this would vavy, the la~ger salt producers probably showing greater capability in this 
respect thaa the smaller ones. Secondly, if a market like that in Jazan which is already being supplied 
by well-organised la-ge-scale producers in countries like Mexicc and Australia is to be tackled and 
entry forced into it, it will have to be done by a specially organised sales efforts with gua-antced purity 
of the produce as insisted upon by the Japanese importers. For this, a salt works specifically organised 
with facilities from the inception which would ensure high purity would be necessary as quality vari- 
ation would not be acceptable. It appears that, because of the fear of pollution, the Japanese autho- 
rities are insisting now on the quality requirements prescribed by them for more tkan was the case 
earlier. A net addition to expoits from India may thus be possible if a specific effort is directed towards 
Japan, as proposed by the applicant company. This would however depend almost entirely on the 
applicant company being able to organise the Project on the lines suggested by it so as to ensure the 
production of salt with 99-5% purity. 


3-27 It has already been mentioned earlier that, with the predominance of Gujarat. in the 
prodaction of salt in Ind a, transport of sa't for human as well a3 industrial consumption in other 
pa‘is of the country c.ca es difficulties, sp.cially for railways. The Sa!t Commissioner has pointed 
out that salt movement is treated under “Ca‘egory C preferential t.affic” at present. If any part of 
the salt prodiced in the proposed Salt Works has to be sent by rail to other parts of the country, 
it will add to the railway bottlenecks. The Salt Commissioner has therefore st. ted that it may not be 
possible to give the same preference to the proposed Salt Works as is given to the existing manufacturers, 
This aspcct has to be kept in view when considering the cve:all impact of demand on the proposed 
works, The point made by the applicant company in this context is that the facility of barges which 
it expects to organise for export purposes will also be utilised for moving silt by coastal transport. 
The 1ailway bottlenecks will not therefoie, in the view, provide any significaat difficulty regarding the 
movement of szlt from its works to other consuming areas in the country. 


Export-Orientation of the Project 


3-31 While as explained in the previous section, the entry of a new salt producer organised 
on a large scale and with the works set up on sciextific lines may be of some definite advantage to the 
industry and also to the economy, the main justification for the project, evn according to the appli- 
cant Ccmpany, is its export-orientation. Thc applicant Company has already given an undertaking 
to the State Government of Gujarat that 75% cf its output will be exported. In the present parlance, 
a project where 60 7% of output is exported is designated as export-oriented; a project with 75 % export- 
able output can therefore definitely be considered as an export-oriented one. The question that has 
to be considered in this context is: from the data available to the Commission, does it appear probable 
and feasible that the applicant Company would be able to attain such an export target at the time its 
project comes into operation? There are some preliminary poin.s in favour of the applicant Com- 
pany. The fact that it was the pioneer in Iron ore exports and has built a name for itself as an export 
house is certainly a point in its favour. The representatives of the applicant Company have produced 
some correspondence suggesting that there are some enquiries from Japanese importing corporations 
regarding the possibility of long-term contracts, provided certain conditions such as the quality of salt 
and loading facilities can be satisfied. The business relationships that the applicant Company has 
built up with vatious foreign markets and specially Japan are bound to be helpful in the effort to re-enter 
the Japanese maiket and to establish a good footing in it. 


—_——-——-_--- aXKv«voOa ee, 


oe rd connection the following news item which appeared in the Hindustan Times on February 21, 1976 may 
cf interest : 


“BHAVNAGAR, Feb. 20—Though the annual production of salt in the country was of the order of 6-5 million 
tonnes, expoct of tas comity was hacdly 0-3 million tonnes due to lack of loading facilities at ports and inferiority 
of the product, accorling to Dr. D. J. Mata, Director of Central Salt and Marine Chemicals Research Institute here, 


; Speaking at the forth get-together of salt industry and research scientists here this morning, Dr. Mehta said some 
improvement in ths situation could be expected with increased attention being paid to improve loading facilities at 
ports and tas eitocts by the institute to improve the quality of the product. . 


Dr. Mzhta said 2:29 million tonnes of salt was consum:d by the alkali industries while domestic consumption 
was about 3 million tooaes.. However, the important chemical values of salt and its by-products were practically 
ignored in the Country resulting in loss of valuable foreign exchange.” 
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_ 3:32 It has been emphesised time and again, that one of the most serious handicaps faced by 
Indian Salt industry in developing experts is the poor loading facilities and therefore the low rate of 
loading ships that is to be found as the various points from where salt is exported at-present. The 
applicant company has submitted that in the exports of salt from the Indian ports at present, the norma! 
practice is to load the salt in barges alongside the jettion of the salt works. The capacity of these 
barges is usually 100/150 tonnes. The loaded barges are then towed to the ships, the loading being 
done manually with the use of buckets of some throe tonnes cavacity each of which are lifted by means 
of winches. This cperation takes considerable time ana thus ships ac held up ove many days. More- 
over, most salt exporters depend for the supply of ba-ges and tugs on the Port Depa-tment and the 
number available is mary times inadequate. The loading has to be dsne in mid-strean except in 
places like Bhavnagar and Kand‘a. The result is that the loading rate does not exceed one or two 
thousand tonnes per day. The applicaat Company has quoted a paper Presented by Mr. J. K. Anjaria, 
the Ex-President of Saurashtra and Kutch Salt Manufacturers’ Association,* in support of its statement. 


_ 3:33 As indicated earlier, what the applicant Company proposes to do in the first phase of the 
project is to ensure a higher rate of loading by means of the following:— — 


(1) A sufficiently large production caraility so thet the quantity available for loading will 
: ae large to enable a carrier cf a large size (25,000 to 35,000 DWT) to be spcedily 
oaced. 


(2) A sough truckway combined with small contracted fleet of barges to enable loading of 
ships at the rate of about 5000/7000 tonnes pei day. 


(3) Long-term contracts for ttaasport of calt to make sure that ea*viers will provide appropriate 
fasilitics for salt to be mechanically lifted from the ba-ges aad loaded. 


The applicant Compa‘ty claims that during the first phase of the project, which is under consider- 
ation now, the barges will be engaged cn loading operations only for some 50 to 60 das per year taking 
into account the quantity that will ha‘e to be exported and the expected size of the catricrs. That 
is the reeson why it has been suggestcd that no eladova c a~-angements, either fcr consti ucting a wharf 
or for having the Company’s owa fleet of ba: ges will be econ smically wo:thwhile. To ind ice a contrac- 
tor to make available the necessary ficet of karges, at the required times, the applicant Compary 
has provided for hire charges at rates much higher than what is normal. The applicant company 
has also c’aimed that, as they are in the business of barge constructicn aad also heve considerable 
expevience if the operation of ba-ges and shipring, it will be possible for them to make such experlise 
available to a contractor as to have this operation efficiently organised. The applicant company 
itself would not like to enter this business at this stage because it would be a dive:sion fiom the main- 
business that is being set up by the Company... A small contractor may be in “a much better position 
to look for other work for the barges d iring the rest of the year. With their long experience in exports 
and shipping, the representatives of the aoplicant company claim that there would be no difficulty 
in ensuring that ships had the mechanical facility for loading of salt from the barges. If they find that 
there would be a long-term shipping contracts the ships would be fitted with such facilitics. The 
applicant company at this stage did not think it necessary to decide whether this contract would be 
made by them cr by the Japanese importers. It was pointed out by one of the objectors that Japanese 
importers of salt appeer usually to insist on buying at F.O.B. prices and carrying the product in Japa- 
nese ships. The representetive of the applicant company said that, while it is true tha. Japanese impor- 
ters usually prefer to arrang: shipping themselves, the ships are not necessarily Japanese. For exam- 
ple, on the iron ore runs between Goa and Japan, Chowgule’s ships are also engaged by the Japanese. 
But that is a separate line of business. The salt project will have nothing to do with it. 


3-34 It appears to us that the approach suggested by the applicant company for the first phase 
is a feasible one for attaining the loading rate of 5,000/7,000 tonnes per day. It is obvious that this is 
not as high as the loading rate which is said to be normal in the ca‘e of salt exports from Mexico 


“Extract from the Paner titled: “Infrastructure for Dvelopment of Exoort of Sut from West Coast of India’ 
by Me. Sryiatilal K. Aajiria, Bx-Presideat, Kutca-Siurashtra S.lt M:nuf-cturers’ Associaticn, Jamnagar, 
G.jirat—presented at the S2minar held under the joint auspices of $.T.C. & LS.M.A. at Bombay on 12-12-69: 


“In Swurashtra, at most of the ports, the salt is being loaded in the midstream except in Bhivnagar where the 
suit tona ge 4,999 to 5,090 tonnes can be lorded alongside whirf. Sim> is the situation in the Kutch except 
for the port of Kindla wiazre it is possible to loid 15/2),000 tonnes alongside the wharf.” 


“With the present fleet that is available from the department on an average, is not possible to give more than 
1100 to 1200 tonnes per day rate of loading and as such, this is gigantic problem as to how effectively and 
qui we os increase the rate of loading of 4000 tonnes a day if we have to stand in the competition in the 
world’s trade. 


.* That if the Port Department of Governm:nt of Gujarat gives us adequate fleet for such joint loading, some of 
the manufacturers are today willing to try out this method and provide 2000 tonnes rate of loading even today.’ 
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or Australia, where the loading rate is said ta be 20,000 tonnes or sometimes even 40,000 tonnes per 
day. This is bound to imply that the size of the carriers ured for salt exports from the prop. sed 
Sait Works to Japan will te limited and the freight will be higher than if lcading rates were higher and 
ships used larger. Even then what is proposed would. be a significant improvement on the position 
existing at present aid the result would be that expcrt: to Japan may become possible, even though the 
F.O.B. price received may not be as good as it would be if the loading rate could be pushed up much 
higher. 


3-35 It has already been indicated earlier that the applicant company has some more ambit- 
ious plans in mind for the second and larger phase of the Salt Works project. The representatives 
of the applicant Company pointed cut at the Public Hearing that in cae their expectations come 
out to be true aid they find that a much lavger quantity of export—of 7 or 8 lakh tonnes—can be 
contemplated, it may be fcasible to think of quite a different sct up for loading purpcses. Some 
kind of mechanical loading opcra'ion may then be organised cither by means of a wharf specially con- 
structed for the purpose, or by setting up a transshipper in midstream. Setting up a wharf involves 
the question of Government permission. There are questions of future about which the applicant 
company does not want to commit itself in specific terms at this stage. We appreciate these difficulties 
azd would not like to csmmen: further on these prospects except to say that the applicant’s experience 
regarding oc:e hand'ing in Goa and involvement in barge construction as well as shipping can stand 
thom in good stead in exploring such possibilities. 


3:36 Another advantage cf the above mentioned approach to loading fecilities in the first 
phase of the project will be that the question of creating special facilities such as a wharf right near the 
proposed project can be left open for detai'cd cxamina‘ion at the time of sanctioning the second 
phase of the project. We ha’e mentiancd carlier-that one objection raiséd to the present proposal 
is that the Government is already consideving.a propo;al to-construct special loading facilities at Kandla 
Port fo1 the purpose of handling salt exports of a large magnitude. Creation of spccial facilities by 
the arplicant Compa‘ty nea- its own salt Works may Icad to duplication and perhaps some non-utili- 
sation of the facilitics that may be cvea‘ed at Kand'a. It has been pointed out on. behalf of the appli- 
cant Company that Kandla Port is about 12 nautical miles from the proposed site. Thus, it may prove 
to be uneconomical for the proposed Salt Works to ure the facilities at Kandla for loading salt on 
ships as transport of salt from the propore site tc Kand!ca may unduly add te costs. It has also been 
pointed out that the who'e question of developing the facilities at Kandla is still under Government’s 
considera‘ion and no one can say at present when the contruction of such favilities will be taken up and 
completed. The Ministry of Transport end Shipping have informed us that the report of the consult- 
ants assigned to do a project study is likely to be submiticd in the next few months and, only afte: the 
report is received. the Government will consider the whole matter. Whether the project will be 
taken up in the Fifth Plan period is uncertain. | It would not be appropriate to take any firm view on 
this matter at this stage. It is a good thing that the proposal of the applicant Company being what 
it is for the first phase, the question of what facilities for loading they may be permitted to construct 
on a permanent footing can be left open for examination at the time of the proposed expansion. 


3-37 From the infcrmation that wa made avai’able to the Commission by the State Trading 
Corpora'ion, it appears that exports are at present being effected to a number of forrign ra-kets and 
there are prospects of intensifying exports to those ra‘kets and exploring a few other ma“kets such as 
these in the Middle East. The S.T.C. apparently has not yet had any successful efforts at exploring 
the Japanese ma‘ket. What nerds to be mde sure is that the proposed Sa't Works ad export effort 
arising therefrom should provide a net addition to the export effort a'rrady undertaken or which 
may be expected to be undertaken in future by the existing exporters. This can te done by laying 
down a condition that out of the 75% committed exports by the applicant Company, none will be 
permitted to the market which ave being already supplied from India at present. The 75% exports 
must be effected to Javan or to any other foreign ma-kets specified by the S.T.C. Such a condition 
will make sure that the export commitment of the applicant company genuinely adds and docs not 
merely replace the existing and prospective export efforts of other salt producers. 


3-38 An important objection raised by some parties was that entry into the Japanese market 
was going to be quite difficult. At the same time, once such a large production facility was established, 
it could not be wasted. Unless therefore there was some certainty about the applicant Company 
being able to export to Janan, sanctioning the Project would c‘eate a threat to the existing small 
producers. This a genuine app-ehension. At the same time, it cannot be ignored that no Japanese 
impotter ‘of salt can be expected at this stage—some four or five years before the date of actual trade— 
to make a firm commitment, specially when the coming into existence of the project is itself under 
consideration. It is therefore clearly not feasible to expect the app!icant Company to be ableto produce 
anything like a guarentee that it would be able to export to Japan in certain quantities. What is neces- 
sary is that the Commission, and finally the Government, must feel satisfied that there is a reasonable 
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possibility that such exports could and would be rade. For all the reasons that we have mentioned 
earlier, it appea’s to us reasonable to assume that the app'icant Company will be in a position tc effeet 
exports of sa't of the magnit.de contemplated. The ques‘ion, however, remains as to what happens 
if some thing goes wrong and exports ae not found. to be feasible. Fiistly, there is the usual provisicn 
under the export gua-aitce by which the applicant Company has to make available the gua-anteed 
quantity to the S.T.C. and accept such return as is permitted under those provisions. The usual 
bank guaraitee would also be prcvided. On our putting these questions specifically at the Public 
Hea-ing, the repvesenta‘ives of the arplicait Compary agred that, in cace exports ave found to be 
impossible, they would be prepared to close down production. While this would be a d astic step, 
it would be easier to enforce it in the case of a Lage House unit than in the. cae of a smaller salt pro- 


ducer. This aspect may also te kept in mind when conditions are laid down for sanctioning the 
project. 


3-39 The other objection that was raised by the Indian Salt Manufacturers’ Association 
was the possibility of manipulation of prices by the applicant Company because of its being involved 
in other business such as iron ore exports and shipping. While there is no reason for us to ensure that 
the .pplicant company will resort to any such unfair or illegal practices—we have been able to find no 
evidence of any such blemish in their record—safety in this respect is ensured by the fact that exports 
of salt are canalised through the State Trading Corporation. This will ensure that, in the long-term 
contracts that ave entered into for export of salt, necessary safeguards are provided and proper prices 
are obtained for the salt exported. According to some reports that have been recently published, even 
though Mexican exporters of Salt have substantial Jananese shareholdings, the Mexican Government 
has insisted on higher prices than what have been paid by Jananere impcrters and the Janancse import- 
ers have had to agree. We have no doubt that the S.T.C. will take care to see that proper prices are 
obtained for whatever exports are effected from India. 


3-40 Another doubt expresed regarding the possibility of exports to Japan was on the basis 
that important Japanese industrial groups.have substantial. sha-choldings in the salt producing organi- 
sa‘ions in Mexico and Australia. How far would it be practica'e to assume in the face of this, it 
was asked, that Janaiere importers would like to accept exports from India. Rep-csentatives of the 
applicant Company exp'ained that not all the important Javacece industrial groups involved in chemi- 
cal industries have shavcholdings in the Mexican aid Aust*a'ian calt works; thee a-e other industrial 
groups who would be qui’e willing and interes/ed on expl vi1g the pos-ibility of importing salt from 
India. * Secondly, even the groups which have such shaeholdings have recently found out that depen- 
ding on only one or two sources car c’eate problems for them. It has been rep» ted that in the cace of | 
Mexico, even though the Expotad ra de Sal, the country’s sole exporter of salt, is 75% owrird by 
Mutsubishi Corporation and only 25°% by the Mexican Government, the Mexican Government 
insisted on a rise in the export price of salt and Mitsubishi had to compromise. Australian pro- 
ducers of salt, who a-e connected with Javar-se companies through equity holdings, also appear 
now to be under official pressure to raise their salt prices. + Thus, there would be a specific incentive 
for Japanese industry to help develop a new source for their requirements of salt so that there would be 
some more competition helping it to secure lower prices for its salt purchases. 


3-41 Finally, an important question in this context will-be whether any significant benefit is 
likely to be obtained by the national economy. as a resu't of affecting exports of salt on the lines, envi- 
saged by the avplicant Company. Even at present, with the quality of salt somewhat lower than 
what the applicant company propores to produce, the price that India’s exporters are able to fetch is, 
according to the State Trading Corporation, about $ 6-00 F.O.B. It avopears that the price now 
being negotiated by Mexico and Australian suppliers is about $7:00 F.0.B. The applicant company 
has estimated that its cost of production of salt will be a~ound Rs. 27 at the point of loading, i.e. 
Rs. 17 as cost of production and Rs. 10 as the cost of loading in the bulk carriers. On this basis, 
even at a price of $4-00 F.O.B., there would be a significant surplus available to the country. Any 
higher prices— and these appear likely—would give even a more substantial surplus. Such export 
would therefore be of national benefit and deserves encouragement. 


*In this connection, the applicant Company has written to the Commission as follows :— 


“It is true thit Javinese tive dsvelooed finincial interests in oroduction of salt in Australia and Mexico. The 
Japinase Com anies, which hive such fininciu interests, are Mitsubishi Corporation and some cthers. Nissho- 
Iwu C». Ltd., which is a very I-rg2 Japinese Comviny . imoorts 46% of the Cymmon Silt imnorted by Japan. 
This Comoiny 'ns a very negligible firincial interest in Australia and Mo>xico.We intend to mvke a long-term 
contract with Nissho-Iwai Co. Ltd.. for supply of our silt. and we feel that financial interests of Japanese firms 
in Australia and M>xico will not com? in the wry of the Comoiny to mike brevkthrough in the Japanese market, 
inter alia, b2ciuse our prices for identical quility of salt will be very competitive.” 


7S.0 Business W22k,; Docem ar 1. 1975, p. 32. T12 sam? weekly, in its issue of Dscomber 15, 1975. his indicated 
that the F33 sric, both from M2xico and Australia, is g2tting finally fixed at $ 7 a tonne for the coming year. 
26—10 M of LJI&CA/ND/79 
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3:42 The applicant Company has submitted to the Commission two letters, one from Okura & 
Company «nd another from Nissho-Iwai Company Ltd., indicating that they would be interested in 
obtainiog supplies of salt from India. The fact that the applicant company is in touch with the 
Japanese market for its iron ore exports further supports its plee. It is also to be kept in view that, as 
compared to the total imports cf salt in Japan now and their growth at arate of about 10% per 
annum, exports of two or three lakh tonnes is not going to be so large as to create any major pro- 
blem. It therefore appears to be a feasible proposition that the applicant Company would be able 
to export salt to Japan on the lines suggested by it in its proposal. 


The Feasibility of the Proposed Project 


3-51 Various questions have been raised about the economic and technical feasibility of the 
project as proposed by the applicant Company.: The position in this respect is somewhat better 
now then it was when the proposal was first referred to us because, in the meanwhile, the applicant 
Company has got a preliminary project report—a kind of feasibility report—prepared and this has 
been submitted to us. From this report it is clear that, while the first phase of the project has been 
worked out with adequate clarity, there is much about the second phase, i.e., the phase when the rest 
of the 20,000 acres will be taken up for salt cultivation, which needs to be clearly worked out . and 
examined. Therefore, before the second phase is permitted to be taken up, the applicant Company 
will have to be asked to submit well worked out proposals regarding that phase. It will be necessary 
to examine those proposals and only after such an examination should the expansion of capacity 
be sanctioned. 


3-52 For the first phase, what is proposéd is the development of about 5,000 out of the 20,000 
acres to be cbtained on lease for the production of salt-and, putting up a mechanical washery and other 
necessary facilities, including transport, sovas to produce and transport salt both for the internal and 
external markets. The technical approach that the applicant Company proposes to adopt in develop- 
ing the Salt Works, the manner in which it proposes to organise the layout sc as tc ensure a high 
degree of purity of the product, and the process which it proposes to adopt for mechanically washing 
the salt have already been indicated :atlier.| It appears to us that these are reasonably well worked 
out proposals. They appear to be such that it should be possible to implement the project on the 
technological basis suggested by the applicant. 


3:53 On the economic side, the break up of the capital investment of Rs. 64,00,000/- as sub- 
mitted by the applicant Company has already been reproduced earlier. For convenience of analysis 
of the break up under major heads is again-given. below :-— 


S. No. Description Rs, in lakhs 
1. Birth workinvolved in construction ofembankment, crystallisers, roads staking ground, sluice gates, etc. 20-0 
2. Building for office, store, workshop, garages, etc. : : : : . 3:0 
3. Pumping units and accessories - . . 7 : : : : . : : - . 4:0 
4, Bolt conveyors . : : ‘ i A ; : . 3 : : : : eo 2-0 
5. Tractors, trailors/vehicles etc. - : : ; : : ’ : : : : : 3-0 
6. Water supply line - : . : : . : : . : . : : : : 2:0 
7. Electricity installations : : : . : ‘ : : ‘ ; ‘ : “ : 3°5 
8. Salt washery unit . , é 4 . : : , A 7 i 2 : ; : 16-0 
9. Salt Harvesting equipment * : . ’ ‘ : , . . . . : . . 6:0 

10. Equipment for table salt manufacturing plant : . : : : . . : : . 4:5 

Tor AL . . 7 * ° . oo . * . . 64 . 00 


3-54 One preliminary objection to this estimate of capital expend iture was raised by the 
Salt Commissioner. It was that approximately an amount of Rs. 1,500/- per acre is required by 
way of investment for a new salt works. On this basis, the project should require about Rs. 75 lakhs 
rather than Rs. 64 lakhs by way of capital investment. It could even be said that, as the applicant 
Company proposes to use more scientific methods in it: Salt Works so as to produce salt of higher 
purity and also to establish a mechanical washery with a capacity excceding the requirements of the 
first phase of the project—this washery itself requiring an investment of about Rs. 16 lakhs—the 
estimate of investment made by the applicant Company is an under-zstimate and that a much larger 
amount will be required for the project. This amount will be in no case less than Rs. 75 lakhs, 
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3-55 The applicant Company has explained this point in the following manner. It is claimed 
that while the estimate of Rs. 1,500/- per acre of investment may be a correct one in the case of salt 
works covering a comparatively small a.cea of a few hundred acres, the per acre investment is bound 
to decline with an increase in the acreage to be brought under one salt works. Economies of scale 
are bound to operate in this context, It has pointed out, for example, that in the layout that it is 
thinking of, it proposes to have large-sized ponds both fer facilitating the use of mechanical harvestor 
and for saving the number of ponds that will be required in the Salt Works. It is claimed further 
that the pilot of land chosen for the works is such that it its more or less uniformly flat and devoid of 
any creeks, thus reducing the work required for preparation of land and saving capital expenditute. 
it is further suggested that, at least for this phase of the project, it is proposed’ to use outside con- 
tractors for mecting the transport requirements. Even a maintenance workshop is not proposed 
at this stege; repzirs end meintcnance work is proposed to be developed largely on outside local 
workshops. For all these reascns, it is claimed that the estimate formulated by the applicant 
Company is not an unreasonable one. In any case it is based on detailed calculations regarding 
the earth work and other items of expenditure*. 


3-56 While it is difficult for us to go into all these details and examine whether the project 
estimate of Rs. 64 lakhs is likely to be neerer the mark that the estimate of Rs. 75 lakhs calculatcd on 2 
general basis by the Salt Commissioner, it does not appear to us unreasonable to assume that the 
factcis mentioned by the applicant Company will play some role in reducing capital expenditure. 
Moreover the difference in the two estimates is, in any case, a minor one and would not affect the 
Scheme of Finance to any significant extent. The main point of importance to be noted regarding this 
estimate is that only the minimum facilities are being provided in this phase of the project except for 
the mechanical weashery, which will have a capacity to some extent adequate for a pait of the require- 
ments of the second phase. Rvliance on outside agencies for transport and even for maintenance 
workshops may be feasible in the early stages of the project; but it will ceitainly become 2 little probla- 
matical in the second phase when the operations attain a larger magnitude. 


3-57 The applicant Company has claimed that the amount 1equired for capital investment 
on the project will be found from the irternal resources of the Company. We have examined the 
financial position of the Company and looked at its operating results during the last five ycacs. We 
have also taken note of the fact that there ae other and larger projects which the Company is taking 
up in the same period. These include the expansion of the textile unit, an iron ore beneficiation plant 
(in the Joint Sector), an explosives project, and a cement pioject. The manner in which the company 
expects to finance these various projects including the salt project is indicated in Appendix-A-1 & 
_A-2 to this report. Without gcing into any detailed analysis of the financial situation, we should 
say that in view of the internal generation of funds by way of dep.eciation and other internal sources, 
it appears to_us that finding an amount of Rs. 64 lakhs, or even Rs. 75 lakhs, over a period of three 
years from 1976-77 to 1978-79 would not be very difficult for the applicant Company. The applicant 
Company a'so proposes to raise Rs. 20 lakhs by way of bank loans to meet part of the additional 
working capital requirements of about Rs. 31 lakhs. The equity debt 1atio of the Company during 
the last four years has ranged between 1:0-50 to 1:0-82. This indicates that there should be no difficul- 
ty fot the company to able to raise this amount by way of borrowings. 


3-58 The applicant Company has attempted to work out the provisional budget of annual 
recuiring expenses for the first three yers from 1979-80. As it is expected that the production ia the 
first year will only be 1,50,000 tonnes, increasing to 2,10,000 tonnes in the second year and 3,50,000 tone 
nes in the third year, it is expected that there would be deficits of about rupees three lakhs in the first 
year and about Rs. 1-6 lakhs in the second year, a surplus of about Rs. 16 lakhs being avai'able in the 
third year. The projections are givenin Appendix B. An important point in this connection is 
that, when a production of 3-50 lakh tonnes is reached, it is expected that the cost at loading point 
will be Rs. 27 per tonne. Thus, even ata price of £4-00 F.O.B. per tonne, a substantial surplus 
will be realised. 


3-59 It is known that, in the process of salt production, a number of marine chemicals wiil 
become available. Separation of elements like magnesium is necessary to ensure the production of 
salt of high purity. Gypsum also becomes available in, a asubstantial quantity. The Commission 
specifically asked the Company as to what sche me it has about the utilisation of these by-products. 
The answer was that it is proposed to recover Gypsum which will be precipitated in the 
last stage condensors before precipitation of salt actually occurs. Toensure economy, and 
also good quality, Gypsum will only be collected every third or fourth year so that 





*For details see Appendix A-6. 
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a sufficiently thick crust would be available for collection. No special efforts are necessary 
for ccllection of Gypsum except that transport will havc to be organised on the approach roads which 
in any case.will have to be dune in the design and layout of the works. As regards recovery of other 
by-procucts, the marketability of the va-ious products will have to be studicd and a scheme devised 
At the moment, the idva is only to set aja-t an a’ea for the storage of bitterns—a kind of left-over part 
cf the brine—in the proximity of crystalliscrs ‘‘In the beginning the company may consider to dispose 
of the bititerns by sale to parties who may be intcresied to put p.ants for the recovery of cne or more 
by-products.” At the Public hearing when this question was again posed, the representatives of the 
Company pointed out that they would like iniuially to conccntrace on the Salt Works alone and 
cevelopment of the export market. They would sce if the use of the by-products or even theii develop- 
Ment cannot be undertaken through some cther agency which may be interest: d in those fines. If 
this is not found praciicable and in the second stage when the quantities involved would be larger, 
some specific schemes for the utilisation of these items will be wo1ked out. 


3-60 The whole discussion of the Project shows that the applicant Company is really taking the 
first phave of the project as exploratory, mainly for the purpose of organising the production of salt 
on an efficient and economical! ba:is aid establishing an initial entry into the Japanese market. As the 
representatives of the Company explaincd at the Public hearing, their appiozch would be to pioduce 
on an experimental basis acco,ding to the actuz.! results observed in the first three years cf the project. 
It is their hope tuat their expeciations would be fulfilled, both in respect of being able to establish 
economical aid cffivient production of high quality salt and being able to secure Jcn2-term contracts 
for supply to the Japa iese ma:kct at a good price. If their expectations come out to be true, they 
propose to go ahead with the second phase of the project which will involve much more elaborate 
cevelopment of the Salt Works as well as related faciai:ics, including those for the recovery and utili- 
sation of by-pruducts. Somewhat better organised facitiiies for the loading of salt will also be thin 
necessary. Many questions relating to the possible impact. of such expansion, including that on the 
domestic market for salt, will have to be specially examined at that stage. 25% out of 3-50 lakh 
tonnes in 1980-81 may not perhaps be considerec to have a detrimental effect on the existing salt indus- 
try. Whether 25% out ofan output of 1 millionor 12 lakh tonnes by 1989-90 can be treated on the 
same basis would be quite a different question. This means that, before the applicant company is 
permitted to go ahead with the second phase of this project, the whole matter should be examined 
afresh and .uch guidelines and conditions should be established as would be found apprepriate for 
that stage Wh.jc he first phase of the project|\may be approved on certain conditions the conditions 
to -be imposed for the second phase may have to be significantly different. 


Adverse Impact on Agriculture? 


3-71 As mentioned earlier, one of the objections raised against the proposed Project has been 
that the estaolishment of a salt works of the magnitude proposed is likely to have an adverse imp °t 
on the econumic position of the people living in the arca. 1t has been stated that this is a backward 
and drougat stricken area with acute scarcity of drinking water. The agricultural land has been pro- 
gressively getting saline aad has thus bee. lost to cultivation. ‘During the time of the Ruler of this 
area before Independence, the State Ruler had constructed a Reclamation Embankment in this area to 
prevent sea-water from encroaching on agricultural land and to conserve rain water, If the salt 
work is constructed in this area, the salinity from the reservoirs, condensors and crystallisers of the salt 
Works will permeate the adjoining areas and ruin the entire surrounding agricultural land. Asa result, 
the people in these areas will heavily suffer and in course of time, the surrounding area will turn into 
desert, changing the ecological balance.” 


_ 3°72 The appticant Company, in its reply to these objecticns, hrs stated that the location of the 
applicant’s project is such as will not affect any agricultural or cultivable land. The a objection 
is based on a lack of understanding of the exact location of the proposed Project. In the 
area in which the poposed project is to be located, other salt works are already existing 
and the proposed salt Works is not going to. be the firrt in that part of the coastal land. 
Moreover, the land proposed ‘to be allotted to the applicant Company is on the sea 
side of the “bundh’ which has been constructed by the Government for the purpose of preventing saline 
encroachments into cultivaole or agricultural land. It has been further pointed out that the applicant 
Cumpany proposes tc develop drinking water facilitics for its project by means of tube wells. It is 
also Likely to provide employment to the local population to the exient of about 1,000 workers during 
the construction phase and about 400 during the first phase of operation. Thus, far from adverse ly 
affecting the area in which the project is proposed to be located and the population inhabiting that 
area the project, by making use of the land which is at the moment lying waste, will ensure a better 
utilisation of existing resources and add to employment opportunities. 
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3-73 The state Government of Gujarat has confirmed these points made by the applicant 
Company. It has stated : “the land in question is situated on sea site and there is no agricultural 
land in the nearby area. There is also no forest in the srea. The Port Department and concerned 
village Panchayats have no objection to grant of land for salt manufacture.* 


3-74. The State Government has also confirmed that a 1eclamation bundh hed b2en con- 
structed in the aca and a1 azea of 21,000 acves is protected oy this bunda. Appa‘ently, the State 
Government. unde-took an inve.tigation during 1976 when the adove menticned objections were 
taiscd and came to the conclusion that the proposed site will not have any adverse impact on culti- 
vation. - 


3-75 Atthe public hearing, the question was raised and the representative of the State Govern- 
ment who was present there made it cleat that the State Government would not like to do anything 
which would adversely afect agcicultural cultivation or the interest of the local population. It was 
only after examining these aspects that the State Government had d.cided to support the proposal. 
In view of this, we do not think that this particular objection can be sustained. 


Export Larger than the 75°% of Output ? 


3-81 One of the poims arising out of the objections raised to the proposed Project by the 
Indian Salt Manufacturers’ Association and also to some extent from the communts made by the 
Salt Commissione: is whether, with the glut that prevails in the salt ind astry at prusent, even permitting 
25% out of the propox d production to come on the domestic ma:kct is not likely to have a1 ad verse 
impact on the existing industry, many of whose units are smaller and thercfure have much less su:tain- 
ing power in the face of adverse markct condi ions-than ‘he applicant Company. One way out of this 
difficulty may thercfore be to insist on the applicant Compaay exporting a much larger peccentage of 
its output and not merely 75% as suggested by the State Government of Gujarat and agieed to by the 
applicant Company. We put this point to the representatives of the applicant Company at the Public 
Hearing. Their response was that even an expcrt commitment to the extent of 60% is considered 
adequate by the Government of India for calling a project an export-oriented one. Thus what they 
have already agzeed to is significantly more than what is normally expected. Moreover, this is a new 
venture and commitment to export 75% is itself quite an onerous burden in a new project. It was 
therefore felt by them that accepting a laiger commitment was not feasible. Moreover, they will 
have to accept the 75% export commitment from the very beginning of their production, which in 
itself is quite a difficult undertaking. Further, looking at the difference in the price likely to prevail 
in the domestic market as against that in the foreign market, they would have the maximum incentive 
to export more if they can. Therefore, if it is found feasible, they would certainly export more with- 
out any compulsion. They therefore resisted the idea of a larger legal commitment to export. 


3-82 The data abcut domestic and external price docs indica’e that there is likely to be 
positive inducement to a producer, and specially one organised to produce salt of higher purity, to export 
as much as he can. If it is therefore possible for the applicant Company to export more, the appli- 
cant Company is likely to do so on its own. A legal commitment to export more may however, not 
be fair. It may even adversely affect the bargaining position cf the applicant Company vis-a-vis 
their foreign buyers. It would also be useful to make it possible for some of the industrial consumers 
of salt in the country to be able to obtain the salt of higher purity which is proposed to be manufctmed 
by the applicant Company, if they find it economically worth while to do so. This possibility would 
also have a favourable impact and create an incsntive for all the domestic procducers of salt to improve 
the quality of their output. Introduction of some competition from a modernised production facility 
may have a useful and healthy impact on the operetion of the industry. 


3-83 One further aspect relating to the impact on the domestic market of the possible domestic 
sales by the applicant Company needs to be noted. It is only with reference to the demand expectation 
upto 1978-79 that feats have been expressed regarding the possibility of a guilt in the domestic salt 
market. It has been suggested that the growth cf salt using industries is likely to be at rates significantly 
lower than assumed when preparing the estimat-s of demand for the Drafi Fifth Plan and that adequate 
capacity already exists for mecting the likely demand by the end of the Fifth Plan period. The arpli- 
cant Company will commence its production only in 1979-80. It will reach the expected output of 
350,000 tonnes only by 1981-82. Thus the entry of the applicant Company to a limited extent in 
the domestic salt market is not likely to have the kind of adverse impact that the present salt manu- 
facturers are afraid of. On balance, therefore, it appears to us that an export commitment of 75% 
of the proposed output would be quite adequate to meet the requirements of the situation. 








*Lotter No, SLT-1072/540-G, dated 30th January, 1976, from the Government of Gujarat, Industries, Mines — 
and Power Department, to the Commission. 
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A separate Company for the Project? 


3-91 One general objection raised regarding the present proposal is that the applicant Company 
itself is a very large company with diverse activities and thus represents a large mass of economic 
power. Moreover, its shareholding is confined to members of the Chowgule familv and their relat- 
ives The addition of the proposed Project with further potentialities of growth into a still large 
project will further add to the concontration of economic power in the hands of this family. The 
benefit that would eccure to the owners of the Company would be accruing to a very small number of 
‘ind‘viduals, mainly from one family. It has therefore been suggested by some persons who appeared 
before the Commi‘sion that the Project should be implemenfed by a new company instead of by the 
present applicant Company, thus making it possible for a wider body of shareholders to participate in 
the prospective benefit from the proposed Project. 


3-92 This question was posed to the representatives of the applicant Company at the Public 
Hearing. In responce, it has been submitted to the Commission that the Company be allowed for 
the time being to ¢et up a separate Division which will undettake the proposed salt Project. Secting 
up a new ind:perd:nt company immediately for the purpose cf undertaking the project will have 
positive disadvantages. The applicaat Company has stated: “‘At the present juncture, having regard, 
inter alia, tc the relevant provisions of the Income Tax Act, 1961, the Companies Act, 1956, and the 
Ind atrial Dispute: Act, 1947”, a division of the pzesent Company will be in a position to enjoy several 
benefits. “The project cost involves large expenses on carth work” but such work is not treated as 
good security by tanks for making loans. “No depreciation will be allowed on easth work and there- 
fore the (new) Company will have to make higher provi-ions for writing of (sic) expenses on earth 
work within the lease of 20 years without having tax benefits. With the large expenditure on earth 
work there will be hardly any chance foi capital appreciation”. In the earlier stages of the project, 
sucesss of production would be somewhat-uncertain because of natural fluctuations. The harvesting 
of salt can be compaied to agricultural harvest, both being somewhat dependent on weather condi- 
tions and these are subject to fluctuations from year to year. 


3-93 The existing company will be in a far better position to absorb losses in the initial period 
as compa‘ed toa new compaay. There would be saving in overhead expenses and better uuilisation 
of alrcady existing facilities such as expert personnel. These advantages will not be available to the 
same extent in the case of a new company even if it is set up witha large participation by the applicant 
Compaiy. The possibility of successfully issuing equity capital for a new company with a genuine 
public subse-iption of a significa rt magnitude is also doubtful in the present sate of the capital market 
and with the degree of unce-taiaty that faccs the prcject ai the present stage. The Company has there- 
fore proposed that, while it should be pe:mittedto set up the new undertaking as a division of the 
applicant compay for the t me being, it is willing to “convert the Division into a separate company 
efter three years from the date of commencement of production or at the time of substantial expansion 
whichever is earlier’. We agree with this approach of the applicaat Compaay. 


CHAPTER IV | 
CONCLUSIONS AND RECOMMENDATIONS 


_ 4:01 In view of our analysis of the proposal it would be fair to conclude that the proposed 
project if implemented on the lines indicated in the proposal will he of benefit to the nati sal economy. 
It will help in bringing irte use idle resources such as waste land a:d unemployed and undei-employed 
peisonnel in the coastal areas of Saurashtra, one of the backward regions in the country. It will also 
help the production of salt of higher quality so as to better serve both domestic and foreign markets 
and provide an incentive for the rest of the industry to improve its efficiency. On the basis of a commit- 
ment to export at least 75°% of its output right fiom the inception of commercial produc ion, it will 
help recapture cf certain foreign markets like Japan which have bren Jost to the countty in recent 
years and earn foreign exchange which is so vital to the operation and growth of the Indian eccnomy. 
There ate thus many points in favour of the proposed project. 


4:02 In view of our analysis of the proposal and its implications, it will however be necessary 
to ensure that certain pcssible adverse repercussions d> not follow from the establishment of the 
proposed project. One is that the applicant Company may fail to establish the exports in new markets 
like Japan, which is one of the main bases to justify the proposal, and this will merely mean adding te 
the competitive situction in the existing markets to the disadvantage of the existing and smaller pro- 
ducers; or it may merely replace the existing exports which ave already being effected to various 
destinations. To avoid such prospects, two specific restrictions should be laid dswn when — sanction- 
ing the proposed project. The first should be that under no circumstances woul: the applicant 
Company be permitted to sell more than 25% of its output for any year in the domestic market. The 


applicant Company has agreed that, in case it finds that its export commitment cannot be fulfilled, it 


would not mind stopping prodi:tion. The applicaxt_ Comrany will have to be he'd firm to this 
assurance given by it at the public hea ‘ing... Second'v, in-o-dor te make sure that the azplicant Com- 
pany really develops exports to new destinations and d:es act merely compete with the existing prod 1- 
cers to the detriment of both it should be la‘d down that markets, where exparts on .ome substantial 
scale are already being affected from India, will not be included in the markets to which the Company 
will effect exports. From the information supplied to the Commission by the State Tiading Cor- 
poration (sez Table III above), the list of such countries should include South Korea, Maladives, Nepal, 
the Philipines, Singapore and Taiwan. We assume that the State Trading Corporation, through which 
all exports are canalised, will make sure that the present applicant Company is not permitted to export 
to these countries at the cost of other salt producers who are already exporting to these destinations. 


4-03 As has been indicated in our analysis of the project, the applicant Company has worked 
out important details only for the first phase of the, project which covers an area of approximately 
5,000 acres for salt cultivation out of an area of 20,000 acre; which it is obtaining on lease from the 
State Government of Gujarat. It is treating this as a kind of pilot project in the sense that, if its 
vatious expectations such as establishment of high quality output and gua-anteed and long-term 
contracts for exports to a rapidly expanding market like Japan come out to be true, it proposes to 
take up the second and much mote ambitious part of the Salt Works d2velopment. The second 
phase of the project involves important questions, such as whether elaborate facilities for loading 
of salt near the proposed project should be permitted to be constructed by the applicant Company, 
whether the export commitments should be limited to 75% of the second phase output or it should 
te raised further, and whether the project should be implemented by the applicant Company or by a new 
company in which the applicant may have only a certain propoition of equity. This last question is of 
special importance 1egarding the present applicant Company because, as already mentioned earlier, 
its shareholding at present is confined to the members of one family. We appreciate the reasons 
mentioned by the Company for not taking up the first phase of the project through a new Company 
even if the new company might be for the tme being a 100% subsidiary the applicant Company. 
The applicant Company has already showed its willingness to hand over the proposed undertaking 
to a new company once the production as per the first phase of the project is established. We think 
that it would be very necessary that all these different aspects are thoroughlv examined when the second 
phase of the project is sanctioned. It is therefore necessary to make clear that the applicant Company 
will specially come before the Government with its proposal for the second p‘1ase of the project, and it 
should accept this as a condition and not explore legal possibilities of expansion beyond the first phase 
without specific sanction of Government. 
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4-04 In view of our analysis of the case, and the conclusions reached by us we recommend as 


follows :— 


The proposal of M/s. Chowgule and Company (Private) Limited for setting up a salt works for 
an area covering about 5,000 acies near Jodiya in the district. of Jamnagar (Gujarat State) 
with a capital investment of about Rs. 64 lakhs may be approved under Section 22 of the 
M.R.T.P. Act subject to the following conditions:— 


(1) 


(2) 


(3) 


From the time the applicant Company produces salt for marketing, it will export 
at least 75% of its-annual output and give the necessary guarantees to the Govern- 
ment in the proper form. In case it is found that for any reason this export under- 
taking cannot be fulfilled, the applicant Company will cease production if directed 
to do so by the Government. 


Its exports will be directed to Japan and other countries of the world except the 
following :— 


South Korea, 
Maladives, 
Nepal, 
Philippines, 
Singapore, and 
Taiwan. 


It may however export even to these countries with the permissicn cf the State Trading 
Corporation. 


The applicant Company should speciffcally undertake to approach the Government 
for pe‘m’:sion before it tales up the second phase of the project for setting up a lt 
works. The second phase would be said to begin from the time it expands salt culti- 
vation beyond the initial 5,000 acres. Tho Central Government will be entitled to 
look at vaviois aspects of the proposed second phase of the project, specially t!.e 
question whith the project should not be entrusted to a separate company to be 
established for that purpose in which the family shareholding of the Chowgule family. 
will be conside-ably reduced and also the question whether the export abligation should 
not be above 75°%. The applicant Company should agrec to approach Government 
for sanction of the second phase irrespective of whether such sanction is requixed 
under any existing law ot not. 


(Sd/-) 
(JUSTICE J.L. NAIN) 
Chairman 


(Sd/-) 
(H.K. PARANJAPE) 
Member 


(Sd/-) 
(H.M. JHALA) 
Member 


New DELHuI DATED 
the March 8th 1976 
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APPENDIX A 


A Note on the Scheme of Finance 


Financial position of the Company during the last 5 years was under :-— 








(Rs. /lakhs) 

Capital Employed 1969-70 1970-71 1971-72 1972-73 1973-74 

Net fixed Assets ‘ : : . . . * 1054-33 961-10 876-81 169° 58 625-31 

Working Capital : . 

Current Assets st ee ee 298-38 426-07 454-16 529-10 680-08 
Minus Current liabilities - .. . . . ‘ 156°10 258-40 261-35 275-03 502: 52 

Working Capital : . . : . . . 142-28 187°67 192-31 254:07 277: 56 
Se 

Capitalemployed - so é , 7 * 1196°61 1148-77 2069-62 1023-65 902-87 
fad he IN ee et ee 

Share Capital - ‘ . : . 4 : 7 300-25 600-25 300-25 300-25 300°25 
Reserves & Surplus - : : ‘ ‘ . a 495-15 429-00 317-17 333-90 376: 76* 

Loans -: ‘ . . . , . . y 439-57 492-80 507°95 427-71 340-01 
a, OS 

1234-97 1222-05 1125°37 2061-86 1017-02 

Less Investment, Capital work in progress, and losses -- 38°36 73°28 55°75 38-21 114-15 
Capital employed - . . . : + =) 4496-61 114877 106962 1023-65. 902:87 


SOURCE: Applicant Company ‘Development Rebate Reserve. 


_ In order to have an overall picture of the capital requirements of the Company for its various 
projects, and to examine how the requirement.of finance for the proposed Salt Works fits in this 
total picture, more details have been collected from the applicant company. 


The capital cost of the proposed Solar Salt Works of the Company has been estimated at Rs. 
64 lakhs. The Company proposes to finance this amount from internal resources. We have collected 
from the Company deta'ls in respect of the Assets, anticipated Bank and other finances and the 
Balance amount which will have to be available to the Company from its own resources, a state- 
ment showing these details is enclosed as Appendix A-1. Also attached along with the same is a 
statement showing the availability of funds for investment in its various projects (Appendix A-2). 
The amount shown as available by way of deferred payment under the bencficiation plant in 
Annexure A-1 relates to the amount available to the Company on deferred payment facility for 
Plant & Machinery from Austria. Likewise, the amount shown as available against Ben ficiation 
plant and shown against CMIL relates to the amount of advance payment available to the Cc mpany 
from Japanese Steel Mills out of a total loan of US Dollars 15,000,000. | This amount will be re- 
payable from the payment to be made by the Japanese Steel Mills for Iron ore pellets to be deli- 
vered to them in the future. Detailed data in regard to the projected cash flow, projected profit 
aud loss account and Balance Sheet for the period in question are also enclosed as Annexure A-3, 4 
and 5. 


It would appeal that the net requirement of the Company, apart from the provisions already 
made fot its various other projects, would amount to Rs. 487.52 lakhs. Out of this, the require- 
ment for the Salt Works is only Rs. 64 lakhs and this capital expense is proposed to be distributed 
over a period of three years ending with 1978-79. It would appear from a detailed study of the 
projected cash flow statement as well as the pattern of distribution of the capital outlay over the 
period of three years that the company is not likely to have any difficulty in finacing the project 
from.its own resources as represented by the Company. 


The Eqnity/debt ratio of the Company during the last four years ranged between 1:0.50 to 
1:0.68; this is within reasonable limits. These ratios show that there is enough cushion for 
further borrowings. 
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APPENDIX A-I 


Chowgule & Co. Private Limited 


(Rs. in Lacs) 


rer ES 


Anticipated Bank 
and other finance 


ere tr 
3, Textile—Spinning 


Name of Venture 
CCPL’s owr venture : 


Land * 
Building - 
Machinery 


Textile— Weaving 
Land 

Building - 
Machinery 


. Beneficiation Plant 


Tand: 

Building - 
Machinery (IMP) 
Machinery (IND) — - 


Mining Machinery for supplying 
fines to Beneficiation Plant. 


Machinery 


. Salt Project 


Earthwork 


‘Building - 


Machinery 


Other Investments 


cMIL : 
Mines 
Chowgule Textile Mills 


Industrial Explosives _ 
Cement Project 


Total Funds required 
Less :—~Already reflected—CMIL 


Beneficiation 
Mining 


Assets 


10% 


70% 


10% 
10% 


Facility. 





0-50 
50°78 
266-40 31768 
0:50 
21°25 
+ 150-00 171-75 
52°80 Deferred 
22:31. Payment 
CMIL 
608-99 | 684-10 
434-50 
20-00 
3-00 
41-00 64-00 
1672-02 


35-55 


186-48 


14:88 


185-00 


155-00 
250-00 
100-00 


434-50 Term Loan incl. IDBI 


222-03 


119-88 


50500 


321-40 





1168-31 


t We have already provided 


Rs. 2:05 Crores 
Projection enclosed. 


in our 


Balance of Rs. 10 lacs is shown 
as additional Investment in 


attached 


statement. 


205-00 
179-10 
113-10 


45-00 


Company's Contri- 
pution 


*50 
15-23 


79-92 95°65 


50 
6-37 
51-87 


179° 10* 
These are already in- 


cluded in our. pro- 
jection enclosed. 


113-10f 


64-00 


503-72 


215-00 
15°00 


36-00 
15-00 
200-00 


481-00 


984-72 


497-30 
487-52 
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APPENDIX A-2 
F. Scheme of Finance & Chowgule & Co. Private Limited 


Statement showing availability of Fund for investment in its various New Projects 





Description Total 1975-76 1976-77 1977-78 1978-79 
Fund i oo ——} 


% Value % Value % Value x Value 








A. Cash surplus in the respective 
year after tax and after 
Considering current opera- 
tions of the projects (CMIL) 
Beneficiation and Mining 
which will be completed in 
the respective year 


Opening Balance 616° 33 (278-27) 191+94 441-35 
B. New Projects 


Own fundsto be invested 
as per Annexure : 








Textile—Spinning . ‘ 95-65 15% 14:35 85% 81-00 

Textile—Weaving , . 51°87 15Y% 7°78 85% 44-09 

Salt . . . : 64-00 10% 6°40 25% 16:00 25% 16-00 40% 

Industrial Explosives - a 15-00 ; 100% 15-00 25°60 

Mines & Minerals J : 15:00 60% 9-00 40% 6-00 12-60 

Chowgule Textile Mills Ltd. 36-00 15% 5°40 50% 18-00 35% 

Cement Project - - "+ 200-00 10% 20:00 50% 100-00 40% 80-00 

CMIL (Additional) - , 10-00 10-00 

487-52 25:40 84-53 259°+39 118-20 

Cc. BalanceA—B - 2 : 590-93 (362-80) (67:45) 323-15 


D. LESS :Interest @ average of 
16% on Loans Rs. 3+69 
Crores for our pro- 
jects in 1977-78 (6 
months) and in 1978- 


79@1 year): : 88:56 ie (29: 52) (59°04) 
BalanceeC.D. - + + $90°93 (362-80) (96-97) (264-11) 
Cumulative Balance - - _ 590+93 228-13 131-16 395 +27 
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APPENDIX A-6 


Estimated Cost of Earth Work 





S.No Description Measurements Total cubic ft. 


No L B 4H 








1, Outer bund . . . . . . 1 x 49200’ x 32/+12’x4’ 43,29,600 
2 
1% 34400’ x 28’ 4-12’ x 4’ 27 52,000 
2 
2. Reservoir . . : : : + 1% 24400’ x 28-+12’x 3’ 19,07,000 
2 
, 5,4100’  x24'4+12’x«3’ 11,07,000 
‘ - 
3. Condensers - . : . . - 113000 x 22-410’ 3’ 6,24,000 
; 2 
8 «4100 x 20’+-8’ x3’ 13,77,600 
2 
54100. 22’+ 10’ x3’ 9,84,000 
z 2 
13300 22’+-10’ x3’ 1,58,400 
4, Crystallisers + = + + + + + $110 acres x 43,560’ x1’ 2,22,15,600 
3,55,00,000 
: Cft. 
Amount @ Rs. 5/- per 100 cft. a 17,75,000 
Towards cost of stabilisation of roads, sluice gates 
Jetty survey work etc. - . . . , ct 2,25,000 
20,00,000 





Probable cost estimate of cement sheets sheds to house Office, Store, Garage and to provide labour 


Rest Sheds 
1. Cement Sheet 3 Mts. size Total Rs. 7128.00 
20’ x2’ (10’) 40 Nos. for sides 
1x4! 28 Nos. for sides 
2’x20 40 Nos. for roof 
108 Nos. Total sheet 
x 66 Rs. per sheet 
648 
648 
Rs. 7128 
2. Timber 
4° x3? size 
for poll 3 x 7—=21 x12’ = 252'—0’ ,, RFT 
for roof 77x22’ =154’—0’,, » 


406’—-0° sg = = 33°10" CFT 
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3°x3% size 
for roof :— 3x60’—0’ = 180'—0" RFT 
for sides :-— 3x 2x 60/—0" =2369’—0" 

a » 3x4x20’—0" =240'—0° 


” 


” 








=z 780’-0" 5 
x 9° size Cft 
7020’, 
144 48’—9" == 48/—9° cft 
82’—7" 827" 
xX 22/-Rs por 
‘ 1816 
3. L* Hook, Washers, bolt and nut ete. . : . . . 256 
4, Labour Charges ’ ' ’ . . . . . . 800 
for one : ’ ’ ' 10,000 
x2 Nos 


Total; Rs. 20000 























APPENDIX B 
Chowgule and Company Private Limited 
Salt Project 
Projected Profit and Loss Account 
(Figures in 000s) 
Sales 1979-80 1980-81 1981-82 
10 tonnes 210 tonnes 350 tonnes 
Rs. Rs. Rs. 
@Rs. 32 per Tonne (Present FOB of $ 4) . . ‘ ' : ’ . ‘4,800 6,720. 14,200 
Less : Sales expenses incl. Barge hire (Stevedorage) Port dues etc. $ 10/- . ‘ 1,500 2,100 3,500 
Net Realisable  - . : ‘ . ‘ : 3,300 4,620 7,100 
Add Closing Stock 25000 @ bine tonnes: soe . : 475 oi wa 
Less : Cost of Production - . : . : iy . . 3,775 . 4,620 7,100 
Direct ’Cost : 
Cost of pumping Brine : : . . : . . ‘ 700 787 875 
Irrigation and Salt Harvestry . . ‘ ‘ y . : 600 625, 700 
Transport of Salt to Stock Yard - : ‘: . , : 350 420 700 
Washing - : . : . : . , . 875 1050 1,780 
Supervision and overhaul - : . . : : : . 400 450 600 
Labour Welfare - ‘ : * 150 150 200 
Ground Rent & Misc. eens Mainly of salt naiis and annual expenses 300 350 300 
3,375 3,832 5,325 
Interest on Working Capital, 16% on Rs. M4 lacs- 6 5S tt 224 224 224 
Depreciation © - 6 6 8 te 485 419 365 
Total expenses ' ’ : ' ' : : ‘ : : ' 4,084 4,475 $,914 
(309) 145 1,786 
Net Surplus (Deficit) . : , . . ‘ , ‘ . : (309) (164) 1,622 


28—10 M Of LIACA/ND/79 
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APPENDIX ‘C’ 
. Telephone: 383920 
' 383929 
Telegrams: ANTICARTEL 
No. 1/54/ENQ/75 
‘MONOPOLIES AND RESTRICTIVE TRADE PRACTICES COMMISSION 


Travancore House, 
Kasturba Gandhi Marg, 
Post Box No. 424, 
New Delhi-110001 


Dated the 7th November, 1975 
NOTIFICATION 


The Government of India, Ministry of Law, Justice and Company Affairs (Department of 
Company Affairs) has referred to the Monopolies and Restrictive Trade Practices Commission an 
application filed by M/s. Chowgule and Company Private Limited, Mormugao Harbour, Goa, under 
Section 22 of the Monopolies & Restrictive Trade Practices Act, 1969 for enquiry and report. The 
applicant Company proposes to set-up Solar ‘Salt Works for the manufacture of Common Salt con- 
taining 99.5 NaCl on dry basis in Jodiya Taluka of Jamnagar District of Gujarat. Brief particulars 
regarding the applicant Company and its proposal are given below:— 


(1) Management and Capital Structure: 


The Company is being managed by a Managing Director under the superintendance control 
and direction of Board of Directors. Its issued and Subscribed Capital of Rs. 3,00,25,000 is divid- 
ed into 3,00,250 equity sharcs of Rs. 33-1/3 each fully paid 4,50,375, 4% Redeemable Non-Cumulative 
Preference Shares of Rs. 33- 1/3 each and i, 50,125, 4% Red: pema’ ble Non-Cumulative Preference Shares 
(a) - 


(2) Present Activities of the ree Company. 


The Company is at present engaged in mining operations, production of pellets, manufacture 
of barges, ship-building, textiles etc. It has also received Government’s approval for setting up an ~ 
ee Ore pelletization plant with an annual: canasity of 1.8 million tonnes in the Union Territory 
of Goa. 


(3) The Proposal: 


The Company has been granted on long-term basis about 20,000 acres of land in Jodiya Taluka 
of Jamnagar District in Gujarat State to locate the Salt Works. The proposal i: to obtain the Salt 
by Solar Evaporation of sea water and further up-grade it by mechanical washery plants. The pro- 
posed solar salt works will operate as a division of the Company. The annual production of salt is 
estimated to be 3,50,000 metric tonnes against an installed capacity of 4,35,000 tonnes. Out of this, 
750 metric tonnes will be used to manufacture 600 metric tonnes table salt. A substantial portion 
of the salt to be produced is proposed to be exported. 


(4) Scheme of finance: 


The estimated cost of the project it is Rs. 64 lakhs and is proposed to finance it from interna! 
resources. 


(5) Interconnection: 
The Company has admitted interconnection with 17 other undertakings. 


All parties who wish to furnish any information or give their comments etc. regarding the pro- 
posal which will be of help to the Commission in its enquiry, are hereby invited to do so. The letters 
may be addressed (in quadruplicate) tc the undersigned so as to reach latest by 8th December, 1975. 


By ORDER 


(Sd.) 
(T.N. PANDEY) 
Secretary 
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APPENDIX ‘D’ 


List of persons who participated in the Public Hearing held on 16-2-1976 in the case of 
M|s. Chowgule and Company Pvt. Ltd., Goa, for the establishment of Solar Salt Works. 
at Jodiya Taluka of Jamnagar District in the State of Gujarat. 


M|s. Chowgule and Company 


1. Shri V. D. Chowgule, Managing Director 
2. Shri Y. D. Chowgule, Director 
3. Shri V. V. Chowgule, Director 
4. Shri N. S. Phatarphekar, Advisor 
5. Shri P. D. Kunte, Advisor 
6. Shri K. T. Potdar, Manager 
7. Shri B. V. Mahamuni 

8 Shi M. H. Jadav 

9. Shri J. L. Puri 

JO. Shri M. L. Gosani 

li. Shri D. E. Wadwadia 

12. Shri R. N. Dongre 

13. Shri A. K. Nalwa 

14. Shri A. Ananthakrishnan, Director (Dev.), Ministry of Shipping & Transport. 

15. Shri K. P. Srivastava, Under Secretary, Ministry of Chemicals & Fertilizers. 

16. Shri A. Masood, SRO (Chemical), Industiies & Minerals Division, Planning Commission. 
17. Shri H. R. Vatma, Director, Planning Commissioner. 

18. Shri N. M. Kapoor, Research Officer, Planning Commission. 

19. Shri M. P. Parekh, Additional Industries Commission, Government of Gujarat. 

20. Shri K. L. Sahni, Sait Commissioner, 

21. Shri R. M. Sayta,Chtef Marketing Manager,State Trading Corporation of India, New Delhi. 
22. Shri K. S. Chopra, Office Manages; STC, New Delhi. 

23. Shti P. B. Thakore, Indian Salt Manufacturers’ Association, Bombay (Secretary). 

24. Shri K. K. Sardal, Indian Salt Manufacturers’ Association, Bombay (Hon. Secretary). 
25. Shri O. P. Bajpai, Tata Chemicals, New Delhi. ; 

26. Shri S. P. Narang, Tata Chemicals, New Delhi. 


No. 2(4)/7?5-M() 
GOVERNMENT OF INDIA 
MINISTRY OF LAW, JUSTICB AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of an application under Section 22 of the Monopolies and 
Restrictive Trade Practices Act, 1969; 


AND 


in the matter of a proposa' from Chowgule and Company Private Limited for the establioh- 
ment of a Solar Salt Works for the manufacture of common salt near Jodia, Gujarat. 


Chowgule and Company Private Limited (hereinafter referred to as the ‘applicant company’) 
submitted an application under section 22 of the neath Saeate and Restriciive Trade Practices Act, 
1969 (hereinafter referred to as the “Act’) for the establishment of a Solar Salt Works for the manu- 
facture of common salt for an annual installed capacity of 4,35,000 tonnes by cultivating 5,000 acres 
of land in the. first phase of the project near Jodia in the State of Gujarat. The annual produc- 
tion will be 3,50,000 tonnes with an anoual turnover of Rs. 112.lakhs by 1981. :Saltis a nonsacheduted 
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item and the Industries (Development & Regulation) Act is not applicable to the proposal of the 
applicant company. The capital cost of the project has been estimated at Rs. 64 lc khs (Earth Work 
—Rs. 20 lakhs; Building Rs. 3 lakhs and Plant and Machinery—Rs. 41 lakhs) which is proposed 
to be financed from the applicant company’s own resources. 


2. The applicant company was registered on 24-10-1970 to which the provisions of Section 
2O(anii) of the Act are applicable and belongs to Chowgule Group. The applicant company is a 
private limited one and all its shares are held by the members of the Chowgulv family and their close 
relatives. The applicant company is inter-connected with 19 other undertakings. 


3. The applicant company advertised its proposal in accordance with prescribed procedure 
and no objettions have been received. 


4. The proposal of the applicant company was considered and it was viewed that there was 
adequate production of salt in the country; there may be adverse impact on other salt manufacturers 
and th:re was already heivy concentration of Salt Works in Gujarat State. The estimated invest- 
ment of Rs. 64 lakhs as given by the applicant company was consid :red low and the schzme of finance 
furnished by the applicant company appeared to be unrealistic. The proposal was accordingly 
refered to the M.R.T.P. Commission (hereinafter referred to as “the Commission”) for further 
enquiry and report. 


5. The Commission, after a detailed enquiry, gave its report recommending approval of 
the p-oposal for p.oduction of 3.50 lakh toanes of common salt per annum from the cultivation 
of 5,000 acres of land in the first phase subject to-the following conditions; 


(i) From the time the applicant company produces salt for marketing, it will export at least 
75% of its annual output ard give the necessary guarantee to the Govt. ia the roper 
form. In case it is found that for any reason this export ucdertaking cannot be fulfilled, 
the applicant company will cease production if directed to do so by the Govt. 


(ii) Its exports will be directed to Japan and other countries of the world except the follow- 
ing:— 
South Korea, 
Maladives, 
Nepal, 
Philippines, 
Singapore, and 
Taiwan. 


It may however export even to these countries with the permission of the State Trading 
Corporation. | 


(iti) The applicant compary should specifically undertake to approach the Government for 
oo before it takes up the second phase of .he Poject for setting up a salt works. 

¢ seoond phase would be said to begin from the time it expands salt cultivation be- 

yond the initial 5,000 acres. The Central Government will be entitled to look at various 
aspects of the proposed second phase of the project, specially the question whether the 
project should not be entrusted to a separate company to be established for that pur- 
pose in which the family shareholding of the Chowgule family will be considerably reduced 

and also the question whether the export obligation should not be above 75 “%. The 
applicant oompany should agree to approach Government for sanction of the second 
phase irrespective of whether such sanction is required under any existing law or not. 


6. The recommendations of the Commission were examined by the Government and it was 
noted that the manufacture of salt was not open io large industrial houses and, if at all, a large indust- 
tial house was permitted to enter this field it had to be either on the basis of 100 per cent exports 
or miinly for captive consumption. There was already a glut of salt production in the country 
and if the applicant was allowed to go in for salt manufacture only on the basis of 75 pe cent exports 
as recommended by the Commission; a large number of existing small and medium producers were 
likely to be affected adversely. It was accordingly felt that the proposal may be approved only on 
the basis of 100 per cent exports (with standard rate of rejection) for a period of 10 years, and sub- 
ject to the following conditions :— 

(i) The applicant company shall export 100% of its production subject to suandard rate of 

rejection prescribed by the Goverament in respect of salt which may not be of the required 
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export quality, for a period of ten years. The company shall give necessary guarantee 
to the Government in the proper form for this purpose. 


(ii) Exports shall be directed to Japan and such other countries as may be specified by che 
State Trading Corporation of India Ltd. 


(iii) The applicant company should specifically undertake to obtain proper app.oval of Central 
Government before takicg up the second phase of the project beyord 5000 acres. The 
Central Governm:nt’s approval may be given subject to such conditions rclating to dilu- 
tion of shareholdirg of Chowgule family, formation of a separave company, cxpor. ete. 
as may be stipulated by the Govei:nment. 


(iv) The applicant company shall obtain prior approval of the State Government of Gujarat 
for setting up !eading facilities at the proposed site. 


7. In terms of Section 29 of the Act, an opportunity of being heard was given to the appli- 
cant company. A copy of the report of the Commission was also supplied to the applicant company. 
The applicant company, has intimated in writing that all the proposed conditions are acceptable 
to it. 


8. Having considered the proposal in all its aspects, the recommendations os the Commis- 
sion, the export potential of the project and the recommendations of the State Government of Gujarat, 
the Central Government is Satisfied that it would be expedient in the public interest to accord approval 
2 the proposal of the applicant company subject to the conditio.s stipulated hereinafter in the 

rder: 


ORDER 


The Cential Government, ia exercise of their powers under clause (a) of sub-section (3) of Sec- 
tion 22 read with Section 54 of the Monopolies and Restrictive Trade Practices Act, 1969, hereby 
approve the proposil of Chowgule and Company Private Limited for the establishment of a Solar 
Salt Works for the manufacture of common sult for an annual installed capacityof 4,35,000 tonnes 
by cultivating 5,000 acres of land with aa annual production of 3,50,000 tonnes in the first phase of 
the project near Jodia in the State of Gujarat on the basis of the scheme of finance as contained ia its 
application dated the 29th May, 1975 under section 22 of the Act, subject to the following 
conditions: — 

(i) The applicant company shall export 100% of its production subject to standard rate of 
rejection prescribed by the Government in respect of salt which may not be of thy requir- 
ed export quality, for a period of ten years. The company shall give necessary guarantee 
to the Government in the proper form for this purpose. 

(ii) Exports shall be directed to Japan and such other countries as may be specified by the 

State Trading Corporation of India Ltd. 
(iii) The applicant company should specifically undertake to obtain po apptoval of Central 
- Government before taking up the second phase of the project beyond 5000 acres. The 
Central Governméat’s approval may be given subject to such conditions relating to dilu- 
tion of shareholding of Chowgule family, formation of a separate company, export etc. 

as may be stipulated by the Government. 


(iv) The applicant company shall obtain prior approval of the Stace Government of Gujarat 
fox setting up loading facilities at the proposed site. 


This order shall not be construed as conveying any approval of the Central Government that 
may be required under any othet provision of law for the time being in force. 


(Sd/-) 
(M. K. KUKREJA) 


Joint Secretary to the Govt. of India. 
New DELHI, 
19th November, 1976 
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INTRODUCTION 


0.01 M/s Chowgule & Company Private Ltd., (hereinafter referred to as 
‘Chowgule’) as applied to the Government of India, Ministry of Industrial Deve- 
lopment and Civil Supplies by the letter dated 7/13-8-75 for letter of indent/ 
industrial licence to manufacture industrial explosives mainly required for mining 
industry. The proposal was to establish a plant to produce approximately 
20,000 tonnes of industrial explosives per annum with a phased prog -‘amme in the 
mineral belt of the State of Karnataka. Chowgules are reg’stered under Section 
20(a) of the M.R.T.P. Act., and their registration No. is 285/1970 and the rcg's- 
tration date was 24-10-70. They also applied to the Government of India, De- 
partment of Company Affairs, Ministry of Law, Justice and Company Affairs by 
their letter dated 23rd August, 1975 under Section 22 of the M.R.T.P. Act., 1969. 
A general notice required under Rule 4 of the M.R.T.P. Rules, 1970 was pub- 
lished in the Financial Express and Indian Express of 28th August 1975. The 
Government of India referred the case to the M.R.T.P. Commission for further 
enquiry and report under Section 22(3)(b) vide R:ference No. 51 of 1976 dated 
6-4-1976. The Commission oy a Notification dated 13-4-76 gving the basic de- 
tails of the proposals which was published on or around 21-4-76 invited all 
parties who wished to furnish information or give comments regarding the pro- 
posals which would be of assistance to the Commission for enquiry to do so. 


0.02 Chowgules gave information in response to a detailed questionnaire 
by the Commission dealing with the various aspects of their proposal. In 
responce to the Notification issued by the Commission objections to the proposals 
were received from 


(i) Shri Dayal Saran, New Delhi. 

(ii) IDL Chemicals Ltd., Hyderabad. 

(iii) M/s Narendra Explosives Ltd., Dehra Dun. 

(iv) M/s Indo Burma Petroleum Co. Ltd., New Delhi. 
(v) M/s Fertiliser Corporation of India, New Delhi. 


0.03 The Public H2aring in the case was held on 8th June, 1976. The list 
of participants in that meeting is given in Annexure I. Out of the five objectors, 
three objectors viz. M/s IDL Chemicals Ltd., Narendra Explosives Ltd. and 
Indo Burma Petroleum Co. Ltd., were represented at the Public Hearing. Mini- 
stry of Industrial Development, Director General of Technical Development, 
Department of Coal, Ministry of Energy, Indian Bureau of Mines, Nagpur and 
the Planning Commission were also represented at the Public Hearing. This 
report is being submitted to the Government after taking into account the views 
expressed by all parties at the Public Hearing and the submissions made by the 
Chowgules and the objectors in writing before the Public Hearing. 
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0.04 The Commission’s had occasion to consider the proposal of TEL 
for the expansion of their undertaking manufacturing industrial explosives which 
was referred to the Commission by the Government for inquiry under their No. 
1/41/74-M(II) dated 20-10-1975. The report in respect thereof was sent to the 
Government on 31st July, 1976. The Commission had also under consideration 
proposals of WIMCO Ltd. and Maharaja Shree Umaid Mills Ltd. for setting up 
of undertakings for the manufacture of industrial explosives. In respect of the 
former the relevant material was already before the Commission and in fact the 
public hearing was also held on 9-6-76.In regard to the latter all the relevant mat- 
erial was not available tili 30-6-1976 and there was the added problem of consi- 
dering the proposal for manufacture of accessories for which the basic data had 
to be collected for the first time. The public hearirg for that proposal had 
necessarily to be postponed to 19-7-76. 


0.05 In spite of some limitations the Commission was in a position to 
get a complete and integrated view for the industry as a whole because all the 
new proposals were sent to it for examination by the Government. It could, 
therefore, examine all the proposals\in proper perspective of the total require- 
ments of national economy and give each proposal its proper place in the national 
scheme of things. It could also evolve a framework of criteria according to 
which the proposals had to be tested keeping in view the provisions of Sections 
28 of the Act. 


CHAPTER I 
THE APPLICANT COMPANY 


1.01 The applicant Company was formed on 3rd July, 1943, in the former Portuguese Colony 
of Gos, Diu and Daman under the Portuguese Commercial Code. The Company was a Sociedade 
for Quotes Fesponsibilidide Limited (Limited Company) in the Territoy of Go2, Daman and Diu. 
It claims to be the first Company to export iron ore to Japan beginning around 1950. In subsequent 
years regular shipment have been made to Japan, Czechoslovakia and other countries. The Company 
expanded its activities by establishing mechanised mincs at Sirigoa, which were commissioned in 
1956. Thus, the applicant Company was established in the business of Iron Ore and Manganese Ore 
mining and generation of electricity aid operation of a mechanical Iron Ore handling plant in Goa 
before 1960 when Goa was still under Portuguese rule. Other lines of business ha/e been started 
subsequently: these includ, Iron ore Pelletization (1965), manufacture of Textile Yarn (1969), and 
construction of small Vessels and Barges (1963). The Company was incorporated under the Indian 
Companies Act, 1956, on 24th June, 1965, with an authorised capital of Rs. 300.25 lakhs. The 
authotised share capital of the Company at present is Rs. 600 lakhs and the issued and subscribed 
capital is Rs. 300.25 lakhs. Taking the various activities of the Company together, the capital employ- 
ed by the company at the end of 1973-74 was Rs. 902.87 lakhs. No shares of the Company have 
been issued for consideration otherwise than cash and no reserves have been capitalised. The Com- 
pany is private limited one and all its shares are held by members of the Chowgule family and their 
close relatives. 


1.02 The applicant Company has admitted interconnection with the following 19 companies: 
Chowgule Steamships Ltd. : 

Arlem Breweries Ltd. (formerly Pilsner, Breweries India Ltd). 
Janata Machine Tools Lid. 

Konkan Fisheries Pvt. Ltd. 

Goa Food Products Private Ltd. 

Chowgule Engineering Co. Pvt. Ltd. 

Chowgule Industries Pvt. Ltd. 

Chowgule Real Estate & Construction Co. 

Cartybon Pvt. Ltd. 

10. Goa Pesticides Pvt. Ltd. 

11. Chowgule Chemicals Pvt. Ltd. 

12. Chowgule & Co. (Hind) Pvt. Ltd. 

13. Camera Works Pvt. Ltd. 

14. Chowgule Brothers. 

15. Allo Dies. 

16. Kolhapur Oxygen & Acetylene Pvi. Ltd. 

17. Hindustan Bulk Carriers Ltd. 

18. Chowgule Textile Mills Ltd. 

19. Gomantak Pvt. Ltd. 


All the undertakings are admitted to be interconnected under Section 2(g)(vii). 
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1.03 In addition to the new lines of business which have been added by the applicant Com- 
pany in the last ten years or so, there has also beén considerable growth of new lines of business 
organised thiough interconnected ccmpanies. The inter-connected companies and their main lines 
of business as well as the capital employed in them are shown in Annexure 2. Most of these com- 
panies are closely held companies, with a large part of their equity capital being held by members 
of the Chowgule family and their close relatives. In addition to the present project, which is being 
considered in this Report, a few other projects of the applicant Company are under the considera- 
tion of the Government. These include Iron Ore Beneficiation plant with a capacity of 18,72,000 
tonnes of iron ore concentrates for supply to this Pelletization plant with a capital cost of Rs. 684 
lakhs, an Iron Ore Pelletization plant in the Joint Sector with a capacity of 1.8 million tonnes and a 
capital cost of Rs. 43.64 crores and a project for the manufacture of Salt at the capital cost of Rs. 
64 lakhs. 
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1.04 The Company also has a proposal for installation of 800 looms and 25,000 spindles in 
their textile unit which is pending with the Ministry of Industrial Development for permission under 
the Industries (Development and Regulation) Act. 


1.05 The main activities of the Company are (i) mining of iron ore (ii) pellatization of ore 
(iii) ship building and (iv) manufacture of Yarn. Within the mining division there are three acti- 
vities yiz., actual mining of iron ore, transporiation by barges and loading of ships. The Com- 
pany has two Ship-building yards one in Goa and the other one in Gogha near Bhavnagar in Guja- 
rat. According to the Company all the activities except the textile division were complementary to 
each other and this complementary nature considzradly helped in keeping down the cost of iron ore. 


1.06 Chowgules claim to have a very well organised Research and Development Section and 
according to then the following were the salient acaievements of the section in the past: 


“(1) Preparation of full feasibility report on pilot and industhtial scale on the beneficiation 
and pelletizing tests on Iron Ore Samples from Donimalai Mines for the National Mine- 
tal Development Corporatica—-This report is according to the applicants comparable to 
thosc undertaken by National Metallurgical Laboratory. This report establish.d the 
working parameters of ore dressing plant and. Pelletization Plant flowsheets to be set-up 
so as to form basis before global tenders for plant and equipment could be released. 


(2) A study on pilot scale was undertaken for the Department of Mines, Karnataka State, 
for the preparation of chrome ore pellets with a view to evaluate the chemical and physi- 
cal properties of these pellets after induration. 


(3) Bench scale tests were conducted forthe treatment of Goan Manganese Ores, in ordet 
to study the possibility of prodticing battery grade ore. 


(4) Dolomite ores from Andhra Pradesh were tested in the pilot Plant for beneficiation to see 
the possibility of obtaining a commercial grad: dolomite for chemical industry. 


(5) Bench scale tests on the beneficiation of silica sands from Maharashtra State were con- 
ducted to study the feasibility of obtaining sands for foundry, ceramic and glass industry. 


(6) As a part of the development programme, following studies in the field of pelletization and 
beneficiation were carried out. 


(a) Study on the production of cold-bond pellets with the use of suitable binders without 
recourse to indiration of the pellets. The physical and chemical properties of these 
pellets were undertaken to find out their suitability for commercial use. 


(b) Pilot scale tests for Direct R-duction and production and preparation of sponge 
iron by gaseous and solid reductants. 


(c) Pilot Scale tests for determining the magnetic amenability if low grade iron ores of 
Jasper and taconite types from Kudremukh Bababuddan ranges in Karnataka State. 


(d) Industrial and Pilot scale tests for the beneficiation of low grade Goan Iron Ores by 
the sink and float method and heavy media separation. 


(c) Pellets with varying percentages and types of additives, to determine the pyrometallur- 
gical properties of the pellets, were prepared on industrial scale. 


(f) Tests were carried out to study the Pelletization properties of Australian (Hammers- 
ley) fines by flowsheet designed by us.” 


1.07 Chowgules were particularly proud of their performance in the field of export of iron 
ore and according to them they were responsible for about 1°% of the total exports of the coun- 
try. Their performance in this field is brought out in Annexure 3. 


CHAPTER II 
THE PROPOSAL 


2.01 The proposal of the Chowgules was to set up a plant with annual installed capacity of 
20,000 tonnes of industrial explosives (water gel or slurries) in the State of Karnataka. The capacity 
indicated was on the basis of maximum utilization of Plant and Machinery. The phased manu- 
facturing programme was to. be as under:. 


TABLE 1 
The phased Programme of Manufacture 














Year Line of Production, Annual Turnover 

Quantity Value 

tonnage s 
ist Year + - Industrial Explosive 10,000 5,00,00,000 
2nd Year - . Do. 12,000 6,00,00,000 
3rd Year + ° Do. 12,000 6,00,00,000 
4thYear + + Do. 15,000 7,50,00,000 
5th Year - . Do. 20,000 10,00,00,000 





Source,—~The applicant Company. 


5 2.02 Chowgules did not specify a definite site for the setting up of the Plant, although it was 

indicated that the site would be in the State of Karnataka. Four possible sites are in their view, viz. 
Mangalore, Chikmagalore, Mysore and Hospet and the final fixing of the site is to be done in ccnsul- 
tation with the State of Karnataka and the Government of India. Noe difficulty is apprehended 
ie regard to the site and each of the sites is said to be amply provided with the necessary infrastruc- 
ure. 


2.03 The cost of the Project as originally contemplated was Rs. 1,50,00,000 and the break up 
of the cost was given as under: 





Land ° : . ° . : * Rs. 2,50,000 
Building - . : . ‘ ‘ * Rs. — 15,00,000 
Plant and Machinery . c . * Rs.  1,20,00,000 
- Contingencies - . ° . . * Rs. = 12,50,000 

Rs. 1,50,00,000 


It was proposed to float a new company with paid up capital of Rs. 50 lakhs consisting of 
3,75,000 equity shares of Rs. 10 each and 12,500 redeemable cumulative preferences shares of Rs. 
100 each. The share of the applicant Company and/ot other promoters of interconnected companies 
in equity capital was not to excced 40% of the total holding. It was suggested that setting up of a 
new company was a pre-requisite for creating the viable financial base for the proposed venture and 
conducting worthwhile business negotiations with foreign collaborators. At one stage the appli- 
cants wanted to offer minority shareholding to the collaborators but this idea was subsequently given 
up and the proposed collaborators also have acquiesced in this. The balance of the amount of Rs. 
1,00,00,000 was to be secured from the public financial institutions. 


2.04 In the course of discussions with the Commission the cost of the project was revised to 
Rs. 240 lakhs. The original estimate was only for the land, building, plant and machinery. The 
revised estimate is based on the technical offer which included the technical know-how fee and took 
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into consideration the working capital requirements and financing cost. The break up according to 
the revised estimate was given as under: 








TABLE 2 
Estimated Capital cost of the Project 
(figures in lacs of Rs.) 

(a) Land ‘ z * . . . a i a . . * < . yD 50 
(b) Building 7 . . , . F ‘ . . : . . . A 15-00 
(c) Plant and Machinery ‘ : , * : . . . . . . . 120-00 
(d) Technical know-how fee and detailed engineering fee ‘ . : > * : 30-00 
(e) Preliminary and pre-operative expense . . ‘ : : : . . . 2°50 
(f) Capital raising expenses - ‘ : . , . : . . . . . 5-00 
(g) Interest on loans and bridge loan during construction period : : . . . 12-50 
(h) Workiug* capital margin : : : . : : : . 50-00 
Total - 237° 50 

Say : 240-00 





Source.—-The applicant Company. 


2.05 The scheme of finance was also revised with the result that share capital was to be Rs. 
80 lakhs (Equity 60 and preference 20) and the long term financial loans from public institutions were 
to 160 lakhs. It is stated that the estimate of cost was based on the budgetary quotations received 
from the collaborators under the Secrecy agreements and had provision for 20% contingency. The 
Cost of lana including development was taken at Rs. 10,000 per acre. Out of the capital equipment. 
required, imported equipment was to be approximately woith Rs. 60 lakhs while the remaining 60 
ae would be spent on the indigenous machinery. The details of the plant and machinery are as 
under: 


(i) PRM Plant . : , ; ‘* No. 
Capacity - ; ; ‘ ft + 1°4 MT/Hour. 
Cost> - 5 ; : d * $85,000 + 20% 
(ii) Water Gel Plant : ‘ ; * 2 Nos. 
Capacity - : : E i. * 3,000 MT per 
shift per year 
Cost « ao Ee ‘ ' i + § 2,25,000 + 20% 


These plants are proposed to be imported. Rest of the auxiliary equipment like boilers, electrical 
equipment, water supply equipment, material handling etc. would be obtained indigenously. The 
cost of plant and equipment has been worked out by taking 40° customs duty, 5% clearing, hand- 
ling & Inland transport charges, indigenous auxiliary equipment, infrasturcture facilities, material 
handling, piping etc. and also includes a provision for the erection and commissioning of the plant. 
All calculations have been based on the ratio of 1$—=Rs. 8 so far as imported equipment is concerned. 


2.06 A provision of Rs. 30 lakhs has Keen made to cover expenses of technical know-how 
fee and basic engineering. This includes: 


(1) Down payment of 12.5 $ pei metric tonne for designed capacity of the plant (Rs. 20 lakhs). 


(2) Provision of Rs. 10 lakhs has been made fo1 the d>tailed engit.eering work to be done 
based on basic engineering data furnished by the collaborators. 


A provision of Rs. 12.5 lakhs has been mad: for interest on loans and bridging loans during 
construction period on the assumption that weighted period of six months is required during which 
the company would have taken Rs. 160 lakhs of long term/bridging loans at a weighted average inte- 
rest of 14% which also include the commitment charges. 


The estimate of working capital margin has been made on the basis of the first year production 
and total estimated requirement of working capital of Rs. 150 lakhs and bank borrowing of Rs. 100 
lakhs (margin 33-+1/2%). 


2.07 According to the applicants, the cost of the project would be Rs. 190 lakhs capital ex- 
penditure and Rs. 150 lakhs worked capital, involving an outlay of Rs. 340 lakhs. This would be 
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covered by share capital of Rs. 80 lakhs, long term loans Rs. 160 lakhs and bank borrowing Rs. 100 


lakhs. It was pointed out that the ratio of equity to long term loans would be 1:2 which is within 
permissible limit. 


2.08 The applicants are negotiating with E.I. Du Pont De Nemours & Co. Inc. Wilmington, 
De 19898, U.S.A. for manufacture of their Water-gel Explosives in India. Du Pont are agrezable to 
grant applicants patent and technology rights to make use of their technology for manufacture and 


= an amine nitrate sensitized water-gel explosives corresponding to Du Pont ‘‘Tovex and Pourvex 
xplosives”’. . 


: 2.09 According to Chowgules M/s, Du Pont have been in the field of manufacture of explo- 
sives ever since 1802 with tre commencement of manufacture of black powder. Ti 1857, they intro- 
duced Sodium Nitrate replacing Potassium Nitrate. In 1880, they started the manufacture of Dyna- 
mite. A Gylatine line was added in 1883. In 1902 the manufacture cf electric blasting caps was 
undertaken. According to the applicants M/s. Du Pont have the best equipped laboratories for re- 
search on commercial explosives in the world. They developed technology to extend the use of 
water-gel to small diameter applications and intiated a research programme in 1967. The result of 
this programme was PRM, one of the family of water soluble sensitizers. They introduced 
products containing PRM for large diameter boreholes in commercial quantities in 1969. By 1971, 
according to Chowgules more than 40 million pounds of PRM sensitized water-gel» were consumed 
in U.S.A. alone. Du Pont started field trials for small bore water-gel explosives in 1971. The pro- 
duct was found successful and large volume of sales was registered in 1972. For the users 
of explosives, water-gel sensitized PRM meant-greatly increased safety due to low sensitivity to 
impact, friction and heat, elimination of head-ache problem associated with conventional explosives. 
There was also an overall reduction in blasting costs due to improved hole filling characteristics 
of PRM water-gels compared with conventional dynamite. According to Chowgules M/s. Du Pont 
a to replace dynamite completely by ‘Tovex’ small diameter chatridged water-gels containing 


2.10 According to the latest communication received by Chowgules from Du Port by their 
texlex dated May 5, 1976 the broad terms of the proposed technical collaboration were as under: 


(a) Down peyment for technical information would be $12.50 per M.T. of annual designed 
capacity payable in three equal-instalments first one on signing the agreement, second 
on delivery of technical documentation and the third on Plant’s start up and a running 
royalty payable to Du Pont quarterly at 3% of the net selling price (ex-works price after 
deducting landed cost of the imperted components) for five years from the date of com- 
mercial production. The commercial production has been defined as the date when the 
average production over six months period exceed 75% of the designed capacity or two 
years after the start up, whichever is earlier. 


(b) The Collaborators have agreed to bear all the appropriate Indian Taxes. 


(c) The terms of collaboraticn also provide for start up, technical and marketing assistance 
upto a period of 55 man days free of cost and any additional assistance will be at per diem 
rates. 


(d) Fer the above consideraticn of the lump-sum anc reyalty, Du Pont will provide exclusive 
patent and technology rights for the Company in India for both the sensitizer and the 
Explosives and also the sub-licencing rights for the Company in India. The terms regard- 
ing sub-licencing will be mutually agreed to between Du Pont. the Company and the sub- 
licencee. Further, they would provide basic engineering data and information, flow 
sheets for the process, descriptions of the process, designed da.a of the Plant and Equip- 
ment, sources of supply of plant, equipment and special items, requirement of labour, 
utilities, safety precautions, plant layout, building sizes quality contrcl procedures etc., 
which will enable the Company to design, construct and start up the Explosives Plant. 


(e) Messrs Du Pont would also provide continuous improvement information on formu- 
lation changes, new formulations, process improvement, packaging improvements, equip- 
ment changes, opsrating vrocedure changes, improvement of quality, improvement of 
safety, improvement of efficiency etc. on the licenced products during the period corres- 
ponding to royalty payments.” 


30—10 M of LI&CA/ND/79 
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Z.11 According to Chowgules the process of ihe manufacture of slurries consists of three 
major parts viz. (a) Manufacturing the patented sensitiz r (PRM), (b) Mixing and formulation of 
the industrial explosives and (c) Cartridging of the explosives into small, intermediate and larg: bore 
explosives. According to them the equipment affords a wide variety of formulations with various 
densities and consistaacies and a wide spectrum of small, intermediate and large diimeter explosives 
ean be manufactured. For the bulk consumers the fluid slurry explosive can be manufactured and 
supplied in special tankers. The equipment is also fully automatically ecntrolled and all the variables 
are so controlled as to produce a uniform high quality product. 


2.12 The specific advantages of Water Gel explosives produced by this proccss are said to 


(a) safety, as they are not accidentally detonated by impact, shock of fire; 
(b) equal performance to or better than dynamite; 

(c) elimination of nitroglycerine head-ache; 

(d) produce less smoke and noxious gases; 

(e) excellent and reliable water resistance characteristics; 

(f) lower water content than competitive grades; 

(g) faster loading rate ard ensicr than other, water gels; 


(h) increased enetgy per foot of bore bole, petmitting expanded pattern resulting in lower 
drilling costs; 


(i) because of their fluid charac'eristics, they can be easily hand!cd and can be transpor'ed 
in bulk carricrs to large consumers who want volume d>livery. They can be direcily 
charged into the bore holus or may be charged hrough small pump. This would be 
of great advantage both in operations & cost to large mines like Kundremukh, Bababudan, 
Donimalai, Bellary Hospet etc. 


(j) longer shelf life lasting as long as ‘9 months to one year; 
(k) well suited particularly for hard shooting rocks; 
(I) insensitivity to hvat and fire; 


(m) particularly suitable for surface mining like Bauxite, Iron Ore, Limcztone, Dolomite 
Granite, Sandstone, Gypsum etc.; 


(n) does not propoagate as unlike dynamite. 


213 According to Chowgules (he products manufactured by M/s. Du Pont under the trade 
names ‘“TOVEX” and “POURVEX” have characteristics and nature which show that they can be 
easily used in the Indian conditions. The high stability of the explosives under the varying tempe- 
rature condiions and also the special safety features indicate that they arc ideally suited for che open 
cast mining in India. , 


2.14 According to Chowgules the present consumption of explosives is of the erdet of 55,000 
tonnes per annum. Assuming a growth rate of 10% in the mining fie'’d the d mand for Explosives 
would increase to about 88,500 tonnes by 1980-81 and 1,15,000 tonnes in 1983-84. If the domand of 
Explosives for Kudrcmukh and other projects are superimposed then the demand would cross 100,000 
tonnes per annum by 1980-81 and 1,30,000 to 1,40,000 tonnes by 1983-84. Regarding the demand 
in the area surrcunding the proposed site, it is the claim of the applicants that the iron ore export at 
present from Goa was of the order of 12 million tonnes per annum and with the coming up of Kundre- 
mukh, Bababrd:n, Donimalai and Ramand irg projects and with the development and increase in 
prod iction of iron ote from Bellacy Hospet and Goa regions, the rock breakages were expected to 
go well beyond 200 million tonnes in the next two or three years and this alonc would require 20,000 
tonnes per annum of explosives, in this area. According to Chowgules, their captive consump.ion of 
explosives would be about 2,000 tonnes per annum and projected demand for Goa as a whole would 
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be 6000 tonnes per annum from 1978-79 oawards. The four Tables given in Tables A to D in Annexure 
4 giving details of actual mineral production (1967-74), and estimated prod iction 1979-1984, future 
projection cf demands of explosives in Goa & neighbouring areas, the applicants estimates of the 
demand of explosives upto 1983-84 and the demand projection of explosives for applicant’s own 
mining for next ten years are given in support of the applicant claims. 


2.15 According to Chowgules coal production is expected to rise frcm the current 108 mill. 
tonnes per annum to 135 million tonncs by 1978-79 and tc 250 million tonnes by 1985. | Moreover, 
according to them iron ore production in the southern region was as under: 


Goa s eo : . . . * 14-0 million tonnes 
Karnataka : 
(a) Donimalai : : . . , 4-0 million tonnes 
(b) Ramandurg . , . . . 6:0 million touncs 
(c) Bellary Hospet Mines - . . * 10-0 million tonnes 
(d) Kudremukh . : . . * 10°0 million tonnes 


Total + 30 million tonnes 





The projects which are also under consideration and are likely to materialise are as under: 


(1) Bababudan . , ’ . : . 6:0 million tonnes 
(2) Kumar Swamy (for Vijaya Nagar stecl plant) 11°5 million tonnes 
Total. - 17:5 million tonnes 


Overall Iron ore production in the regions of Goa and Karnataka was likely to be 65 million 
tonnes per year involving rock breakage of over'190 million tonnes and a consumption of explo- 
sives of 24,000 tonns per year. This was without including the areas of Limestone, Bauxite, Manga- 
nese, Gypsum. According to Chowgulcs it would, therefore, be desirable that an installed capa- 
city of 200,000 tonnes by 1985 was ensured. : 


2.16 According to Chowgules at present both the large units of Explosives are located in 
Eastern part of India (excepting the new division of 1.D.L. which is located at Hyderabad), necessitat- 
ing large transport costs, hazards in the transport, increased storage requirements at consumer points 
and unreliable supply. 


2.17 Tt was pointed out by Chowgules that it was presently necessary to have an inveatory 
of about 3 months consumption and as a -esult of location of their plant in Karn~taka this may be 
‘reduced to | month or even less which will overall save about 2 months stock of explosives. It would 
come to about 3,000 tonnes at the final level of production and would save about Rs. 1.5 crores to 
mine owners in terms of inventory charges. According to Chowgules the present difficltics in sup- 
plies of explosives for the consumers in the Southern area were (i) excessive delay in supplies (ii) short- 
age of ordered type of explosives resulting in supplies of available type and (iii) None-availability of 
certain type of explosives. 


2.18 According to Chowgules they want to produce explosive suitable for the open cast mining 
so as to meet the immediate requirements of the Southern Region. After establishing the prod ction, 
absorption of the new technological inputs and developing application technology, they propose to 
manufacture other types of explosives. According to them their unit will be in a position to manu- 
facture small bore explosives, intermediate bore explosives and also supply slurry in bulk containe1s. 
At the initial stage it was proposed to manufacture the explosives mainly for open cast mining and 
quarrying of iron ore, bauxite, limestone, gypsum etc. and depending upon the customer require- 
ments, small, intermediate and large bore explosives will be manufactured. 


2.19 . The main raw materials to be drawn upon by the applicant will be Ammcnium Nitrate, 
‘Sensitizer, Amonia, Sodium Nitrate, Niuric Acid, packing materials such as Mylar, Polyester and Poly- 
ethylene and some imported proprictary chemicals such as Waque, Perlite, Liox and small quanti- 
ties of Aluminium and Fine coal. . Excepting the proprietary imported chemicals, .all the othe.s are 


224 


manufactured and available indigenously. The total imported raw material will be 1.35% of the 
turnover. The detailed requirement of the raw materials are as per table below. 


TABLE 3 
Requirements of raw materials for the Project 


A 








SI. Name of raw Material/component Indigenous Quantity Unit Rate Value 
No. imported Rs. 
1. Nitric Acid : : . . : * Indigenous 2500 T @ 2000/T 50,00,000 
2. Amonium Nitrate : : : . . 3 5200 T @ _  2000/T1 1,04,00,000 
3. Polythelene Paper . . ‘ ‘ ‘ 35 400T @ 20/T 8,00,000 
4. Card Board : . . . . : i 1200 T @ _ 2000/T 24,00,000 
5. Sealing . . ‘ . . . , os 50.T @ _ 10000 per T - 5,00,000 
6. Sodium Nitrate ° . . : +5 1500 T @ _ 1500/T 22,50,000 
7. Amines - . . . : ‘ . s 1000 T @  5000/T 50,00,000 
8. Aluminium Powder - . ' : : 5 300T @ 40K/g 1,20,00,000 
’ 9, Coal (Fines) . . = 200 T @ 300/T 60,000 
10. Mylar film or equipmen! . . . . a 60T @ 20/T 12,00,000 
11. Gaur Gum ‘ : ' ' . : 3 125 T @ _ 2000/T 2,50,000 
Total 3,98,60,000 
US $C. is eae 

12. Glass microbaloons (R) : : : > | Imported 35 T : 47,000 
13. Perlite (R) , ‘ . : x 110 T 2,500 
14. LIOX (R) . ° , . . . 4 1:5T 4,500 
15. WAQE . . he 120-0 T 47,000 
$ 1,01,000 
Total $ 40,000 


$ 1,41,400 








@$i=Rs. 8-00 
Total Rs. 4,55,61,400 
Total with Contigencies.approximately 
(Contigencies approximately 15% = 59,50,000) 
Source: The applicant Compant 


2.20 M/s. The Fertilizer Corporation of India Limited vide their letter dated the 15th Septem- 
ber, 1975 have assured the applicant that they were in a position to cater to their requirements of 
Monomethylamine 40%. Deepak Nitrite Limited by their letter aated 30th Azril, 1976 have inform- 
ed the applicant that their 98% Nitric Acid Plant will be commissioned shortly and they did not en- 
visage any difficulty whatsoever in catering to the entire requirements of the applicant of both 67% 
and 80% Nitric Acid. Similar is their assurance for Sodium Nitrate to the tune of 1500 tonnes per 
annum from 1978-79 and 2500 tonnes per annum from 1982-83. onwards. 


2.21 M/s. Hindustan Steel Limited Fertilizer Plant.at Rourkela while assuring that it might 
be possible to supply Ammonium Nitrate on long term basis have pointed out certain difficulties like 
setting up of rlant and securing necessary permission from the Ministry of Fertilizer and Chemical 
and Ministry of Heavy Industries, F.C.I. moreover, have not made any commitment about the supply 
of Ammonium Nitrate which is the main raw material for the manufacture of slurries. On the other 
hand, Deepak Nitrite Limited by their letter dated Ist May, 1976 have informed Chowsgules that 
on receipt of the indication of their confirmed requirement, they will be in a position to put up the 
plant for the Ammonium Nitrate within six months time and they will be in a positicn te supply their 
entire requirement of prilled Ammonium Nitrate. Also Mangalore Chemicals & Fertilizers Limited 
by their letter dated 19-4-76 have informed Chowgules that they were willing to supplv amonia upto 


10 tonnes per day subject to the negotiation of price and other concitions of supply. All these letters 
are collectively made Annexure 5. 


2.22 Chowgules Plan to airange sale and distribution of their own products all over India. 
They will also market accessories such as detonators, exploders, etc. manufactured by others, be- 
cause this was necessary to offer complete service in the field of explosives to the customers. A fully 
competent technical.sales and service Division will be maintained for developing applications and for 
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providing technical services to the customers. A magazine for storing atout two weeks production 
will also have to be built as governed by the Regulations of the Indian Explosives Act. 


2.23 Chowegules claim that their Research and Development activities aim at the betterment 
of the existing product. The expertise which has been gaincd for the last 30 years in the field of iron 
ore mining and usage of explosives will provide a strong base for setting up the R & D activity of the 
new Company. R & D will be set up right in the beginning so as to conduct the field tests of the 
explo:ives which will enable the company to maiket its prod icts by the time it comes into commercial 
production. It is also proposed to conduct exhaustive trials in the company’s iron-ore mines and 
the major consumer areas by formulating the slurry explosives in small batch plant and if possible by 
importing DU Pont’s explosives for trials. 


2.24 According to Chowgules the capacity as indicated by the collaborators is 1.4 metric 
tonnes per hour which works out to about 3500 tonnes per annum of sensitizer on one shift opera- 
tion adequate to manufacture 12,000 tonnes of explosives in the explosives plants in two-shift opcra- 
tions. PRM Plant opeating in two shifts and the Explosives Plant operating in three shifts (with the 
addition of balancing equipment like cartridgiag Plant, Valves, Pumrs, tanks <tc.) can produce 20,000 
tonves of explosives per annum. 


2.25 On being asked by the Commission to consider reduction in the capacity to 12,000 
tonnes and to ask for expansion after the capacity for 12,000 tonnes is installed, the Company pleaded 
that, according to them, installation of a 12,000 tonnes per annum Plant is not economical for the 
following reasons: 


(1) There is no difference in initial capital investment between 12,000 tonnes per annum and 
20,000 tonnes per annum plant as the expenditure in Land, Buildings, infrastructure Sto- 
rage facilities, PRM Plant, Explosives Plant will remain the same. Thus if the licensed 
capacity is only 12,000 tonnes per annum then the capital cost would go up from’ Rs. 
1,200 per tonne to Rs. 2,000 per tonne of licensed capacity. This would increase the 
fixed costs considerably reducing the viability of the Project. 


(2) The bieak even according to table given in Annexure 8 is 9040 tonnes of producticn. Since 
bulk of the raw-materials are to be obtained from long distances of Bombay, Baroda etc. 
any change in the cost of raw materials, transport freight etc., would severally hit this 
unit if the capacity is reduced from 20,000 to 12,000 tonnes. ; 


(3) Even the 20,000 tonnes per annum Plant cannot sustain inflation factors without resorting 
to increasing selling prices proportionately. 


(4) The margin available for the unit to face the stiff competition from others would be wiped 
out if the capacity is reduced from 20,000 to 12,000 tonnes per annum. 


(5) Assuming that the installed capacity is 20,000 tonnes if the licensed capacity is 12,000 the 
Unit will not be viable as shown in the cost of production profitability statement which 
is made Annexure 8. The profit after tax will come down to Rs. 11.44 lakhs in 66th year 
which gives only a return of 14.39% on Shares Capital and 4.77% on total capital 
employed. 


(6) Apart from the above economic consideration the fact remains that the demand in the area 
specified is around 18 to 22,000 tonnes per annum and if the capacity of the plant is reduced 
to 12000 tonnes then it will not leave much scope for variation in the product-mix as per 
the requirement of mine operators and this may result in poor operating economics of 
the plant and mines similar to the present conditions prevailing in Goa. 


(7) The funds generated should also be adequate for undertaking continous research and 
development in the field of explosives and hence 20,000 tonnes per annum plant is prefer- 
able to 12,000 tonnes per annum plant. 


2°26 According to Chowgules the project fulfil the criteria laid down in Section 28 of the 
Act as under:— 


(1) The proposed project will be set up at the consumer point of the explosives in the heart 
of the iron-ore mines in the State of Karnataka (Particularly Kundremukh, 
Bababud-ap, Donimalai, Ramandurg, Bellary Hcspet areas) and also in close 
proximity of iron-ore mines located in the Goa and Maharashtra rogions. 
The Unit will also be able to meet explosives requirements of the Southern region, namely, 


(2) 
(3) 


(4) 


(5) 


(6) 
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Kerala, Tamil Nadu and Andhra Praaesh. The supply will be more reliable, economical 
and wher the consum2r requires so as to reduce inventory. In view of the close 
proximity of the mines, the transport hazards and costs will also be substantially red- 
uced. 


there will be less pressure on Railways and other mods of transport. 


The propcsal will help the dispersal of industry especially the critical explosive industry 
enabling optimum utilization of industrial rescurcos and industrial capacities in that region. 
The proposed site is also located strategically from the point of view of defence. 


New technological inputs and continuous access to R &D of a world renowned firm such 
as Du Pont will be in the interest of the industrial development of the country. The 
types of explosives proposed to be produced aie the latest innovations in the field and have 
decided advantages over other conventional explosives. It will be possible to open new 
avenues and effect changes in the application technology. 


While the two existing producers are dominant undertakings, one of them is a subsidiary 
of a foreign corcern and the other is having a substantial foreign equity by a foreign 
company. The new undertaking by the applicants will be a 100°4 Indian Company with 
broad-based shareholcing. This serves both the criteria, namely, development of indige- 
nous firms and countervailing concentration of economic power and checking of the 
dominance of a few in the field of explosives. ; 


The industry will be located in one of the backward areas. 


2°27. The expected schedule of implementation of the Project according to Chowgules is as 


(a) 


(b) 


(x) 


under : 

Within three months from the date cr receipt of the Industrial licence the Company would 
be able to located all the sources for fabrication of the Plant and machinery both imported 
and indigenous. 

Within three months from the dare of reccipt of the Industrial Licence the Company would 
be able to acquire the land required with the help of State Government, and within 6 
months all the infrastructure facilities would te firmed up. 


The oth.r details of implementation are estimated as : 


(i) Placement of orders for machinery - ; : ' : * One month from the date of 
. receipt of import licence. 
(ii) Estimated delivery of Plant and equipment ‘ ' : : 9 months 
(iii) Receipt of Plant and equipment of site - : ' : . 2 months 
(iv) Erection, commissioning and start up . . ' : . 3 months 
(v) Trial production, testing, establishment of regular product etc. + _ 3 months 


Total - 18 months 





CHAPTER III 
SUPPORT AND OBJECTIONS 


3-01 The proposal (by the chowgules) has been supported by Coal India and the DGTD. 
According to Coal India, the licensed capacity as at present (including capacity still to be set up) was 
1,27,000 tonnes while total requirements were estimated at 1,35,000 tonnes by 1983-84. It was also 
necessary to make allowance for working below capacity on an average of 15% to 20%. The licen- 
sed capacity was arrive¢ at by Coa! India as under :— 


Compary Licensed Capacity 
TEL * ‘ * * . 35,000 tonnes 
IDL . . : ; : 30,000 x 
LOX ‘ . . , 3,000 35 
FCI (Prilled AN) - . : 9,000 ss 
Bhandara . ‘ ’ . 5,000 *” 
IBP . . , ‘ . 20,000 ” 
FCI (Slurry) - . . . 15,000, 
Narendra & Sons - . ° 10,000 ma 


1,27,000 ‘5 


According to Coal India, explosives are the ma‘n input to maintain production of Coal and 
it was, therefore, necessary to ensure addtional capacity. Tt was pointed out that coal industry at 
present dspend'd mainly on IEL and IDL and any breakdown, accident cr strike at their works could 
cause ‘d sruption in supply and hamper coal production. According to Coal India, however, it would 
be necessary to give priority to Applicants who want to-enter into the aiea of permitted explosive, 
preferably, NG based ones, because, according to Coal India, performance of slurry was not en- 
couraging so far. 


3-02 DGTD supports the (Chowgutles’) proposal on the following grounds extracted from and 
as enclosure to their letter to the Commission :— } 


‘Demand for Industrial Explosives : 


Consequent to the energy cri-is and the emphasis on ra‘sing the production of coal, the demand 
for Industrial Explosives, which is an essential input in the mining of coal, is expected 
to rise somewhat stceply d tring the Vth and VIth Plans. In fact the recent spurt in the 
prod icticn of coal his slrexdy led to noticeable rise in the prodiciion of explosives during 
1975 as comp2red to 1974—prod i¢'ion is expected to r'se by about 7,000 tonnes. During 
the next ten years more and more coal is likely to be raised through open cast mining 
projects such as Singrauli and it expected that somewhat larger quantiites of explosives 
per tonne of coal raised would be required as comparcd to the previous years. Coal 
prod.iction is expected to rise to 135 to 145 million tonnes by 1978-79 and 250 million 
tonnes by VIth Plan cnd. In addition to this, there are important schemes for raising 
the prod ction of iron ore, opeaiig of new non-ferrous metal mines, opening up of other 
mines, such as rock phosphate and quarrying of limestone for increascd cement prod ction 
etc. Explosives would also be required for building of dams, canals, roads, geological 
survey of minerals including seisomographic survey of oil wealth. Taking all these factors 
into account, it has been estimated that the demand for Industrial Explosives would rise 
to 84,000 tonnes by 1978-79 and may be 150,000 tonnes by VIth Plan end. It would 
therefore be necessary to have an installed capacity of about 100,000 tonnes by 1978-79 
and about 160,000 tonnes by VIth Plan end. It is therefore necessary to approve some 
more schemes both in the public sector and priv-te sector keeping in view the fact that some 
of the schemes indicated above and the new schemes under consideration are likcly to spill 
over into the Vith Plan. 


“Status of Technology: 

Throughout the world, the production of Explosives is shifting from the Conventional Nitro 
Clyc2rine based explosives to slurry Explosives based on Ammouium Nitrate this trend 
is also visible in the field of Industrial Explosives in our country. For example, the pro- 
duction of NG based Explosives during 1975 and Slurry Explosives is expected to te of 
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the order of 35,000 tonnes and 12,000 tonnes respectively whereas just four years ago the 
total production of Explosives was entirely based on Nitro Glycerine. Barring the two 
schemes viz. one of Bhandara in the public sector and the other by Narendra Explosives 
at Lalitpur, all other schemes already approved and under consideration are for setting 
up of Slurry Explosives plants. Till recently almost all the permitted explosives i.e., explo- 
sives which are allowed to be used in gassy coal mines were based on Nitro Glycerine. 
Recently, however, significant quantities of permitted slurry explosives have also become 
available and ate in use in coal mines with the approval of the Director General of Mines 
Safety. It is expected that further progress would be made ir the development of permitted 
Slurry Explosives during the next ten years and this would lead to faster growth of Slurry 
Explosives. However, it need be mentioned here that Slurry Explosives are ideally suited 
for use in open cast mining of coal and other ores and are, therefore, to find extensive use 
in open cast mining technology in the next ten years. Both the existing plants, however, 
are producing explosives on the basis of foreign technical and financial collaboration even 
thcugh IDL Chemicals have done consicerable research and development work in relation 
to slurry technology. It may, however, still be necessary to allow forcign collaboration 
in the field of explosives with a view to ensure adequate production of Industiial explo- 
sives for meeting the requirements of the mining sector of the economy. 


3-03 The Department of Banking, which was mainly concerned with the Scheme of Finance, 
broadly accepted the scheme proposed by (Chowgules) and felt that the generation of Rs. 20 lakhs 
for participating in the equity of the new company would be feasible for them. The Department of 
Economic Affairs, which was also concerned with the Scheme of Finance, approved of the Scheme of 
Finance by Chowgulcs provided, the shares of the new company were listed on a recognized stock 
exchange, loar from financial instituticns was subject to the convertibility clause, equity: debt: net 
block ratio was 1:2:4 and no foreign collaboration was allowed. As far as the Department of Eco- 
nomic Affairs was concerned, the only conaition imposed by it, which is not acceptable to Chowgules, 
is the one about the foreign ccllaboration. 


3-04 The proposal has been opposed by one Shri Dayal Saran, Indo Burma Petroleum Com- 
pany Ltd. (IBP), Fertilizer Corporation of India Ltd. (FCI), Narendra Explosives Ltd. and IDL 
- Chemicals Ltd. All the objectors have sent written memoranda objecting to the proposal. M/s. 
IBP Lid., Narendra Explosives Ltd. and IDL Chemicals Ltd. were represented at the public hearing 
and voiced their opposition to the proposal. 


3-05 The opposition of IBP and FCI was in principle indentical. It was pointed out on 
behlaf of IBP that echnical collaboration agreements have been formally executed between IBP and 
Ir-vo Chemicils, U.S.A. and in th: agreements, there was a specific provision for the FCI to acquire 
the same technology should it decide to do so. According to the IBP, the requirements of industrial 
explosives will be adequately covered by the production from the existing units, approved expansions 
and the new capacity sanctioned and being sct-up . For the Sixth Fiver Year Plan as and when 
capacity for manufacture of industrial explosives would be needed, IBP claimed that it will be fully 
geared for setting-up such capacity either by expanding the plants or by setting-up new plants. It 
was pointed out that the raw material for the industry came predominantly from the public sector 
and most of the consumers of the future at least will be fully Government compavies. It was, therefore, 
according to IBP, appropriate to let the public sector set-up capacity in the production of industrial 
explosives and this will have a regulatcry effect on product availability, quality and prices resulting 
from competition between the existing units and the new public sector units. It was also pointed out 
that it will be possible for IBP to put up production capa: ity beyond the initial 20,000 tonnes without 
making any lumpsum payments and even the payments of royalty will cease atter a certain period. 
According to both IBP and FCI, capacity of the public sector should te least equal to that of private 
sector if public sector is to be an effective instrument of healthy competition in this industry. Accord- 
ing to FCI, it was for the public sector to acquire and master technology in the stragic field of explosives 
and simultaneously engage in R & D efforts on a purely indigenious basis rather than depencing 
perpetually on technical serviccs from abroxd. Tt was contended by the FCI that the only know-how 
that was required by them was regarding the last step of formulating, blending and packaging in the 
high explosives and of the process. It was a simple step according to the FCI but there were a number 
of safety aspects involved and certain technological features as for example of air incorporation into 
the mass, are highly specialised and the technical collaboration was required largely for this pur- 
pose. : 


3-06 It was also pointed that when the two public sector units are prepared to put up as much 
capacity as needed, there is no justification for allowing the entry of a large Industrial House in this 
field which will only result in further conventration of economic power and weaken the competitive 
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position of the recently licenced new entrants and public sector units against existing dominant units. 
It was also suggested that it was not advisable to allow too many parties to manufacture explosives 
and that the proposal should not be approved unless availability of the required raw materials was 
finally established. 


3-07 M/s. Narendra Explosives Ltd. have already got an industrial licence and Letter of 
Intent for production of 10,000 tonnes of Nitro Glycerine based explosives at Lalitpur in the State 
of Uttar Pradesh. They have also an assurance of collaboration from M/s. J. Maisgner of W. Ger- 
many. There was a delay in the finalisation of their scheme because the Government had itself 
asked them in 1972 not to proceed with the scheme till a further clearance was given and that clearance 
was given only in 1973 and licence was given to them only in 1975. Their main difficulty now is long- 
term finance and so far they are negotiating with the financial institutions for help. They have 
opposed the proposal on the ground that the requirements of the country based on the market survey 
as well as the reports of the Government will be sufficiently met by the capacity licensed and capacity 
proposed to be set-up. They also placed that the basic principle was to avoid concentration of the 
industries in a few hands, and to allow manufacture of gocds of vital impoitance by non-monopoly 
houses. According to Narendra Explosives, new enterpreneurs will not survive if rew licence. are 
granted to monopoly houses and that in any cace entry to the industry should be allowed to these like 
themselves who had been inthe line forsime time. —' 


3-08 According to the IDL, total explosives capacity sanctioned by the Government other 
than IOL’s (LOX) is 133,000 tonnes as under :— 


Slurry Explosives 


IDL Chemicals Ltd. . . . . ‘ . . . . ‘ 30,000 tonnes 
FCI (Unit I) . . . . . ‘ . . . . : 15,000 ae 
(Unit ID : * : : hi f ° 7 . . * 15,000 3” 
IBP (5,000 tonnes each at 4 different locations) - . . . ‘ . 20,000 “3 
FCI (ANFO Explosives) : : : . . . 9,000, 
89,000 ns 
NG Based explosives : 
TEL ‘ ‘ . . : . . . 28,000 tonnes 
Narendra Explosives . . . : : * : . . . 10,000 3 
Coal India/Defence . . : . : . . ‘ . . 6,000 ,, 
44,000 tonnes 
Total explosives capacity other than IOL’s (LOX) — - . . . . 133,000 tonnes. 


This according to the IDL, was sufficient to meet the projected demand of 83,000 tonnes by 
1978-79. It is pointed out that the estimated demand of 83,000 tonnes is itself an over-estimate be- 
cause the coal target for 1976-77 has been reducec from 111 million tonnes to 108 million tonnes. 
It was also claimed that it would be premature to consider issue of fresh licences for the requirements 
of Sixth Plan and beyond and that explosives being a capital-intesive industry, it would be better to 
allow the existing units both in private and public sectors to expand their capacities rather than 
encourage new entrepreneurs in the field. ‘t was also contended that in the near future there would 
have been considerable improvement in the slurry technology through efforts being made by IDL 
and others which would enable a higher level of production with only marginal investments. It was 
also emphasised that ia addi.ion to the technolegy already available in thy country and with IDL and 
with the coming of foreign technology through IBP and FCI, it should not be necessary to import 
further technology into this fiela. It was submitted that over-licersing would cause considerable 
hardship to the newcomers, particularly in the private sector who woulo te dependant for funds on 
the financial institutions and fcr raw maverial and firished explosives on public sector undertakings. 
Over-licensing would also beirg uncertainty and doubts in the minds of existing units in 1egard to their 
expansion plans. 


3-09 The Commicsion sent a letter to India Oxygen Ltd. to collect information regarding 
their production of Liquid oxygen Gas (LOX) used as an ¢xplosives In response to this IOL supplied 
that information and also statec that the use of liquic oxygen explosives has proved to be very suitable 
and economical in open cast mining and no foreign collat-ration or impcrted raw material was required 
for the same. Current cartridging manufacturing capacity of IOL was 3,000 tonnes of explosives, 
but the production was only 1,455 tonnes for the year 1974-75 and 1,558 tonnes for the year 1975-76. 
According to their estimates, production of liquid oxygen would be 2,500 tonnes by 1978-79 and 7,000 
tonnes by 1983-84. According to them, the capacity for the manufacture of explosives of the present 
producers and those to whom licences or letters of intent were issued was sufficient to meet the re- 
quirements of the country for the foreseabie future. 
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CHAPTER IV 
ANALYSIS OF THE PROPOSAL 


4-01 The proposal has to be examined first from the point of view of its feasibility in the 
context of the industry as a whole and next from the point of view of its inherent merits and demerits. 
In the context of the industry as a whole, the first and the main aspect to be examined is about the 


existing and projected demands for the industrial explosives and the available and anticipated sources 
of their supply. 


4-02 Estimates of likely demand by the end of 1978-79 have been recently prepared and re- 
viewed by the members of the Explosives Committee headed by the Coal Controller, Government of 
India. The details are given in Table 4 tc Annexure 5(A). The demand for the explosives for mineral 
production has been assessed by this Committee on the basis of the projection of increase in production 
made in the Plan documents. The assessment of the requirements of other sectors which include 
the Civil Engineering Sector and #order Road Organistation has been given as indicated by the re- 
presentatives of the explosives manufacturers. On the targetted production of coal and lignite of 141 
million tonnes by 1978-79, the cequirements of explosives have been projected at 46,600 tonnes. The 
blasting ratio, i.e. , the ratio between quantity of uxplosives required and likely coal production, implicit 
on this estimate is about 330 tonnes of explosives per million tonnes of coal production. The require- 
ment of explosives for minit.g other than coal has been put at 24,400 tornes by this Committee, this 
adding to a total requirement of explosives of 71,000 tonnes for mining purposes. It appeprs that 
the Committee made no atiempt to estimate the requirements of other Sectors and accepted the figure 
of 20,000 tonnes as given by the manufacturers representatives as estimate of requirements of other 

_ Sectors. The total requirement was thus put at 91,000 tonnes for 1978-79. 


4:03 The Guidelines for Industry, 1976-77, gives a demand estimate of 85,000 tonnes of ex- 
plosives by 1978-79. The capacity required for producing this quantity has been put at 100,000 tonnes 
assuming capacity utilisation at 85°. The DGTD hud indicated a demand estimate of 84,000 tonnes 
by 1978-1979. Coal India Ltd. have indicated that the demand for explosives in 1974-75 was 42,000 
tonnes of which coal mining industry was expected to use about 20,000 tonnes. According to CIL, 
demand by 1978-79 (including requirements of Border Roads) may be anticipated at 93,000 tonnes, 
of which the coal mining industry will account for 50%. The Planning Commission has indicated 
that while nc specific targets have been laid down in the Draft Fifth Plan for commercial explosives, 
the requirements were assessed by various agencies from time to time. The Planning Commission 
estimated in May, 1975, that the likely requirements in 1978-79 may be of the order of 80,000 tonnes. 
In the estimates given by the Department of Coal (See Annexure 5(a), Table 5) however, the estimate 


oy on Planning Commission i: put at 78,000 a: against about 91,000 estimated by the Department of 
‘oal. 


4:04 IBP has put its estimate at 84,693 tonnes as per Annexure S(a) Table 6. The IDL Che- 
micals estimated it at 79,500 tonnes as per Annexure 5(a), Table 7 and Narendra Explosives put it at 
83,000 tonnes as per Annexure S(a), Table 8. The [EL has projected the demand for explosives by 
1978-79 at 86,100 tonnes as given below. 


TABLE 9 
Estimates of Demand For Explosives by 1978-79 as Prepared by IEL 
Industries Requirements 

Mining Sector ; Tonnes 
—CoaljLignite > + «  * + © + 46,200 
Tron/Manganes - : . : : : : 8,300 
Lime/Dolomite - : : : . 3 ‘ 5,500 
Copper . . . . . . . . 4,000 
Other minerals - , . , : x : 3,000 
Total mining =~ = : : : z 67,000 

Non-mining Sector : 
DGBR . ‘ ‘ ‘ ¥ fi : , 2,000 
Roads and Railways - . , . . ’ 3,000 
G. Hydel Projects : : . : : ‘ 5,000 
Minor Irrigation & Well sinking - : : : 8,500 
Harbour projects : . ‘ : te 600 
Total non-mining : : ? . : . 19,100 
"Grand Total’ —-86, 100 


(Source.—Indian Explosive Ltd.) 
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4:05 The demand for coal/lignite mining has been estimated by IEL on the basis of a target 
of 135 million tonnes of coal production in 1978-79.. The blasting ratio used for estimating the re- 
quirements of coal mining has been assumed to increase from 225 tonn>. in 1974 to 327 by 1978-79. 
It has been stated that this ratio increased from 154-2 tonnes in 1968 to 225 tonnes in 1974. IEL 
has indicated that the trend of rising balsuing ratio during this period is likely to accelerate further 
during the Fifth Five Year Plan period as pick mining is likely to be completely replaced by blasting 
significant increases are likely in the use of solid blasting techniques, and larger increases are expected 
in production from open cast mining as compared to underground mining. Open cast mining requires 
more explosives per tonne of coal produced than underground mining. For iron and manganese 
ore mining, IEL has prepared its estimate on the assumption of likely production of 62 million tonnes 
and a blasting ratio of 134 (the ratio observed during 1974 was 119). For copper, requirements of 
4,000 tonhes of explosives by 1978-79 have been estimated on the assumptions of a production target 
of 5 million tonnes of copper ore, and the requirement of explosives at 800 tonnes per million tonnes of 
copper production. 


4-06 M/s. Chowgule’s estimate of demand (as will be seen from the Table B reproduced in 
Annexure 4) was 91,000 tonnes in the year 1978-79 and 137,000 tonnes in the year 1983-84. The 
estimates of WIMCO were 65,000 tonnes for 1978-79 and 1,10,000 for 1983-84. 


4-07 From the data given above, it will be seen that there is not much difference of opinion 
regarding the estimates of demand, specially for the next few years. For the mining sector, the 
estimate of the Department of Coal in the highest at about 71,000 tonnes. The Planning Commis- 
sion’s estimate for the mining sector is 58,009 tonnes. Indo-Burma Petroleum, a public sector cor- 
poration, claims to have made a careful estimate of demand and has arrived at a figure of 64,700 tonnes. 
TEL has estimated the demand at 67,000 tonnes.-Chowgules have not estimatea the demand for mining 
sector separately although they have elaborate details-regarding mining production, actual for the 
past and estimated for the future. One can, therefore, take it that the demand from the mining sector 
by 1978-79 is not likely to exceed 65,000 tonnes per annum. Taking into account the fact 
that at present due to accimulation of cdal stocks the mines are facing difficulties, it is not unlikely 
thai the target of 140 million tonnes of coal’ for 1978-79 may have to be revised downwards. That 
of course would depend to some extent on the general tempo of economic and industrial growth. 
In-any case. it Goes not appear that the demand for explosives from the mining sector will exceed 
56,000 tonnes by 1978-79. 


4-08 As regards the non-mining sector, the basis for estimate appears to be much less firm 
than that for the mining sector. In a number of estimates, a figure of 20,000 tonnes per annum has 
been assumed for the non-mining sector without any detailed break up. IEL has given a detailed 
breakup. In their estimate, the requirement of the Directorate General of Boarder Roads (DGBR) 
by 1978-79 is put at 2,000 tonnes. While according to the DGBR itself, the requirement of explosives 
would be as follows :— 


TABLE 10 
Planned Requirements of Explosives by DGBR 

Tonnes 
1975-76 . . . 1550 
1976-77 . $ . 1650 
1977-78 . . . 1550 
1978-79 . . . 1050 
1979-80 7 7 : 950 


Thus the requirement in 1978-79 is shown only as 1050 tonnes as against 2,000 tunnes estimated 
by IEL. Taking into account the fact that other estimates are placed at about 20,000 tonnes and TEL 
estimate is about 19,000 tonnes, and also the fact that for the DGBR, IELS’ estimate is larger 
by about 1,000 tonnes, it may not be inappropziate to conclude that the demand from the non-mining 
sector by 1978-79 is not likely to exceed 15,000 tonnes. Therefore the total demand by 1978-79 is 
likely to be not more than 80,000 tonnes. Assuming 80% utilisation of capacity as against 85° esti- 
mated by the DGTD, it may be safe to say that a licensed and installed capacity of 100,000 tonnes 
would be necessary in 1978-79 in order to satisfy the expected demand by that year. 


4-09 As this enquiry is being held in 1976 and the Government decisions on a number of 
applications are likely to be made only by about or even after August, 1976, the expected demand for 
the years following 1978-79.is also of much importance in this connection. As pointed out earlier, 
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Chowgules have estimated the demand at 137,000 tonnes for 1983-84. As per annexure 4, the esti- 
mates are baszd on 10% growth in mining and further increase on account of specific proposals, 
IEL has estimated the demand for explosives in 1983-84 as follows : 


Mining - : . : . + (109,000 tonnes 
Non-mining . , . > 31,000 tonnes 


Total - 140,000 tonnes 





In arriving at this estimate, [EL have s.ated that they have taken into account Government 
production target for various minerals set by various Government agencies and they have made certain 
assumption about the blasting ratio.. The estimate for non-mining sector is based on projections of 
past trends, plans given in various documents for Government projects and discussions with various 
authorities. According to the Department of Coal, tentative estimates for 1983-84 prepared by 
different agencies are as follows : 


Planning Commission . . * 128,921 tonnes 
IBP - . . , . : * 138,625 tonnes 
Department of Coal - . : * 147,865 tonnes 


The details about how these projections have been worked out are not available. It may, 
however, be assumed that the demand in 1983-84 is not likely to exceed 140,000 tonnes per year of 
blasting explosives. On the basis of 807 utilisation of capacity, the licensed and installed capacity 
by 1983-84 would, therefore, have to be 1,75,000 tonnes per annum of blasting explosives. The 
“Guide lines for Industries 1976-77 issued by the Department of Industrial Department, however, 
st ite that it would be “desirable to aim for an installed capacity of 200,000 tonnes by 1985”. It was 
explained by a representative of Government.at the Public Hearing that certain assumptions are made 
regarding the percentage of licences that do not fructify. But it appears that an installéd capacity 
of 200,900 tonnes would be excessive or 1983-84. What would be desitable is a licensed capacity 
of 175,000 tonnes which can reasonably by expected to be installed and operated by that year. 


The Prospects for Supply 

4-10 As against the anticipated demand, we have tc take into account the anticipated supplies 
not only for 1978-79 but also for 1983-84. | As already indicated earlier, the present production of 
explosives is controlled by two manufacturers namely, IEL and IDL Chemicals. The licensed and 
installed capacity of these two is given in Table. 11. 


TABLE 11 
Existing Licensed and Installed Capacity 


Name Licensed _ Installed 
capacity capacity 
(in tonnes) (in tonnes) 





1. Mjs. Indian Explosives Ltd.» - = 36,000 36,000 
2) M/s.1DL Chemicals - = - + + + 22'500 —‘15°'000* 


58,500 51,000 





*This excludes the capacity of the Hyderabad vnit—7500 tonnes—which 
is said to have commenced trial production recently. 


(Source —-DGTD) 


Our analysis about the actual potentialities of the existing plant of IEL, as borne out in our 
inquiry in IEL’s case, suggests that they have basically a capacity to produce 42/43000 tonnes per 
annum of explosives without any significant addition to plant or machinery. It has already been noted 
that IEL is already producing explosives of the order of about 35,000 tonnes in 1975 while IDL 
attained a production level of 9750 tonnes in 1975. IDL Chemicals have stated that they could have 
produced more if there was demand; but with inadequate demand and the increasing output of the 
already well-established producer, viz., IEL, they have not been able to utilise their installed capacity 
fully, Jn addition to these two established producers of commercial blasting explosives, there are 
two other sources of materials which satisfy the requirements of explosives. These are : (1) Indian 
Oxygen Ltd. and (2) Fertiliser Corporation of India. Indian Oxygen Ltd. supplies liquid oxygen 
explosives (LOX). The cartridge for it is manufactured in IOL’s factory at Ranchi, while liquid 
oxygen is obtained from t various air separation plants near mining areas. No industrial licence 
has been obtained for the manufacture of cartridges as, because of the small employment in the 
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factory, the unit is exempt under the 1 (D & R) Act. IOL have stated that their curreni cartridge 
manufacturing capacity is equivalent to 3,000 tonnes of explosives per annum. Their actual output in 
terms of tonnes of explosives has been as given below : s 


TABLE 12 ‘ 
Production of Liquid Oxygen Gas used as an Explosive 
Year ended Quantity of LOX 
(tonnes of explosives) 
31-3-1972 + . . . 1,821 
31-3-1973 - . : . 1,556 
31-3-1974 - : . . : 1,401 
34-3-1975 - . 7 . 1,455 
31-3-1976 - . . . 1,558 


(Source.—Indian Oxygen Ltd.) 


IOL have stated that a number of mining organisations are using LOX fox open cast mines. 
These include Central Coal Fields, a subsidiary of Coal India, National Mineral Development Cor- 
poration, Tata Iron and Steel, Indian Iron and Steel, Hindustan Steel, Neyveli Lignite and Orissa 
Mining Corporation. It has been explained that there is currently some shortage of liquid oxygen 
in the mining area which has prevenied further use of LOX as explosives. 


4-11 It has been mentioned earlier that one of the developments in the period after the Second 
‘ World War in the field of explosives wes the use of ammonium nitrate fuel oil (ANFO). This is 
a comparatively simple and cheap explosive, but it has certain limitations on its use. The 
Fertliser Corporation of India, which produces ammonium nitrate of the explosives grade, has 
been marketing it for use as explosives in combination with fuel oil. Its capacity for the production 
of ammonium nitrate is 9,000 tonnes and FCI has stated that it is already marketing this product 
to the extent of 6,000 tonnes. They are expecting that demand for the entire quantity of 9,000 tonnes 
will develop in the near future. The representatives of FCI have further explained that ANFO, 
being a cheap sub.titute for traditional explosives, its cost is about 60°%, its use needs to be popularised 
In the USA, according to them, quite a substantial proportion of explosives requirements are 
met by the use of ANFO. Efforts are going on all over the world to streamline the use of ANFO so 
as to reduce the limitations on its use. The FCI intends to undertake further efforts to popularise 
the use of ANFO as this will save national resources with the substitution of a costilier by a cheaper 
material. It is expected that the use of ANFO will increase to about 15/17000 tonnes by 1978-79. 


4-12 The status of the schemes, which have already been approved by the Government or 
are under consideration for the production of Industrial Explosives (as indicated by the DGTD), is 
given below : (see Table 13) 





TABLE 13 
Approved Schemes for the Manufacture of Explosives 
Name Location Approved Status of impiementaticn 
Capacity 
1 2 3 4 
1. Mjs. IDL* Chemicals Hyderabad, Andhra 7,500 Slurry Exlposives Land acquired, building 
Pradesh tonnes constructed. Order for capital goods placed. 


As no imported capital goods are required 
and technology is available with the appli- 
cant production is. expected by April, 1976, 
2. M/s. IDL Chemicals, Rourkela + Rourkela, Orissa 7,500 Slurry Explosives Project is to be implemen- 
tonnes ted after the Hyderabad scheme. Produc- 
tion expected during early 1978. 
3. M/s. Narendra Explosives - + Lalitpur, U.P. 10,000 Conventional Nitro Glycerine based explo- 
tonnes sives. CG Cleared foreign collaboration 
cleared. The project however is not making 
satisfactory progress and is not expected 
to materialise before 1978. 


4. Mjs. Coal Mining Authority/Dir. Biandara, M.P. 5,000 Conventional Nitro Glycerine based explo- 
Gen. of Ordinance Factories, Tonnes ives. The Public investment board has 
Public Sector. cleared this project in July, 1975, for an 


investment of Rs. 6-5 crores. The project 
is planned to be completed in 36 months. 
It is therefore likely to go into production 
in middle 1978. . 


A ir 
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1 2 3 4 


5. Indo Barmah Petroleum Company, Korba, 18,000 Slurry Explosives. The applicant has app- 
New Delhi. M.P. tonnes lied for foreign collaboration. 

6. Indian Explosives Ltd., Gomia Gomia, Bihar 7,000 Conventional NG based explosives. The 
(S.E.). ; applicant is currently producing about 


34,000 tonnes of explosives against their 
licensed capacity of 28,000 tonnes. 
Their proposal for regularisation of 
production has been recommended 
by DGTD to the Licensing Committee. 
Decision is awaited. 


7. Indian Explosives Lid., Gomia Somewhere in Wes- 15,000 Type of explosive not yet decided. The 


(new unit). tern India or Central tonnes case processed and recommended to 
India L.C./MRTP Final decision awaited. 


*This is already indicated in the licensed capacity given at the beginning of this section. 
£Already approved now. 
(Source. —DGTD) 


IDL Chemicals 


4:13 It is necessary for us to briefly review the prospects of these proposals materialising 
As regards the two schemes of IDL Chemicals, it appears that they will not present much of a pro- 
blem. It is understood that the explosives plant at Hyderabad is already erected, trial production 
has already been started and will be inaugurated shortly and some production may be established 
during the current year itself. It may not, therefore be inappropriate to assume that the plant will 
be capable of coming into full production in-1977-78..~As regards their proposal to add a capacity 
of 7,500 tonaes to their present explosives plant at Rourkela, they have indicated that they are now 
finalising a continuous process cf operation in that plant. The development is in advanced stage and 
it is expected by them that production could’ be stepped up within a short time. _ In any case, therefore, 
it appears likely that this scheme would also materialise by 1978 so that additional capacities to the 
extent of 15,000 tonnes per annum will be comming into operation by 1978. 


CIL—DGOF 


4-14 A plant fcr the production of NG based explosives at Bhandra is being set up jointly 
by the Coal India Ltd. and the Directorate General of Ordinance Factories (DGOF). The Commis- 
sion has been assured that the project is steadily progressing. It is likely to go into production by 
mid-1978. It hes been further pointed out that while the stable capacity ot the plant would be 5,000 
tonnes per annum, the plant would be capable of producing 7,500 tonnes though, from the point of 
view of ensuring standby capacity, the concerned authorities would rather avoid doing so. Such 
additional production can be established by 1980-81. A further point made by the DGOF is that 
additional capacity for nitroglycerine wa» being created and such surplus would be available by 1981-82, 
in quantities adequate for the production of 6,000 tonnes of explosives per annum. From the existing 
facilities with the DGOF, it is also possible to make available nitroglycerine for the- production of 
6,000 tonnes of explosives per annum. At the moment, with transport difficulties, no existing plant 
can use this material. The question about how these supplies of nitroglycerine can be used, for addi- 
tional production of explosives has not yet been decided by the Government. There would be ade- 
quate raw materials available for the production of about 12,000 tonnes per annum of explosives 


based on nitroglycerine. 


Narendra Explosives 


4:15 As regards Narendra Explosives, if may be mentioned that they were granted a letter’ 
of intent in May, 1972. However, the Government informed them in June, 1972 that they should 
not take any further action on the letter of intent as the Government was reconsidering the whole 
position with a view to confining the future development of explcsives to the public secotor. It was 
only in June, 1973, that they were again informed that they could proceed with their project. Tn- 
dustrial licence was granted to them in February, 1975. Narendra Explosives have informed the Com- 
mission that they have already been given land measuring 1,000 acres for the project by the State Go- 
vernment in the industrially backward area of Lalitpur District in Uttar Pradesh. In crder to meet 
the immediate requirements of the country as well as to gain experience, they have started a pilot 
project at Dehradun and this has been approved by the Government. Orders have been placed for 
this pilot plant and this is expected to go into production in 1976. In the meanwhile, some manu- 
facture of cap insensitive explosives has been taken up and samples of these have been got approved 
from the Directcrate of Explosives. As regards the main project, they have stated that they have 
secured foreign collaboration with a reputed European producer of explosives J. Meissner of Wests 
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Germany and the terms of collaboration have already been approved by the Government. The Go- 
vernment has also already approved the capital goods import for the proposed plant. The only aspect 
that appears to be still under examination is regarding the financial support to be extended by public 
financial institutions. Narendra Explosives expected that this aspect would be cleared shortly. Their 
fixpectations that once finance becomes available from the financial institutions, with all the other 
steps already taken, it may not take more than 14 month for them to complete the project and com- 
mence operation. Though this is a medium—almost small—unit, the entrepreneurs have experience 
of this activity. Narendra and Company, an associate unit, is already manufacturing gun powder 
and saftey fuse since 1964. Doon Udyog Ltd., another associate unit, has been a distributor of explo- 
sives and has shortage magazine arrangments in the Himachal Pradesh, Uttar Pradesh and Rajasthan. 
The management appears confident that, if insuperable difficulties and hurdles do not come in their 
way, they will be able to establish the project in a short time. It appears to us that most of the for- 
malities regarding the development of the project having been completed and necessary Government 
approvals obtained, the project has a good propspect of materialising. We do however appreciate 
that it mav take some time before the financial institutions take a decision on providing financial sup- 
port and therefore, the proposal may not materialise before 1978. 


IBP 


4-16 Regarding the leter of intent given to Madhya Pradesh Audyogik Vikas Nigam, this 
has now been taken up by Indo-Burma Petroleym Company Ltd. (IBP), a public sector undertaking. 
A letter of intent for an aggregate capacity of 20,000 tonnes of explosives per year has been issued by 
the Government of India to IBP in November, 1975. The proposal is to have four plants, all located 
in Madhya Pradesh—two at Korba, one at Katni and one at Itarsi. Sites at all the three locations 
have been surveyed and identified and clearance obtained for land acquisition. The Government of 
India has aheady approved the investment proposal in respect of two of the four plants, while the in- 
vestment for the remaining two plants has been approved in principle. A foreign collaboration agree- 
ment with a reputed American Company—IRECO-—has been concluded and this also has been ap- 
proved by the Government. On the’ basis of this collabcratior, it is expected that slurry explosives, 
both of permi:ted and non-permitted varieties, would be produced in a composition as required by the 
market. IBP’s expectation is to put up one plant a year and thus, with the first plant being initiated 
in 1976, all the four plants will be completed by 1980. Their expectations is that commercial production 
will commence within one year from the start of work on a plant and full capacity will be reached 
within a few morths thereafter. On this basis, IBP expectes to be able to install a capacity of 5,000 
tonnes per annum by the end of 1977 and add an equal capacity every year till the total capacity of 
20,000 tonnes is reache’, In support of this.schedule, IBP has pointed out that their collaborators 
have put up a plant in Japan which started full production wihin one year from the time collabora- 
tion arrangements were concluded. IBP’s claim_is.that full production can be establsihed in a few 
months after initiating commercial production. 


Fertiliser Corporation 


4-17 It appears thai following a decision taken by Government that further capacity for the 
production of explosives should be created in the public sector to the extent possible, FCI was asked 
to explore the possibility of setting up such capacity. As a result cf these explorations, FCI has pre- 
pared a proposal for setting up an effective production capacity of 15,000 tonnes of slurry explosives 
based on ammonium nitrate, and a capacity of 20,000 tonnes is proposed to be installed to attain this 
production. A special point in favour of FCI’s proposal is that they have considerable surplus capa- 
city for the production, of ammonium nitrate, a basic material or the production of slurry explosives 
and that, as a result of new developments in the fertiliser industry, this capacity will become surplus 
in the near future. Thus, setting up for the production of slurry explosives capacity so as to use this 
surplus ammonium nitrate would help ensure the economical use of a plant that would otherwise 
be redundant. FCI, with its long background in the production of heavy chemicals, has claimed 
that it has got the necessary technical capability to take up this task and complete it within a short 
time. It is the claim of FCI that once all the Government’s clearances are available, it will take them 
two years to set up a plant and bring it into operation. 


4-18 One difficulty in the way of FCI appears to be the failure to reach agreement with a suita- 
ble foreign collaborator. Earlier, the idea appers to have been that IRECO would provide technical 
collaboration both to IBP and FCI if the latter wanted it. But.FCI was attemp.ing to secure technical 
collaboration with DU point. This proposal did not mateiialise appa:arentiy because of differences 
regarding the terms on which other iniending explosive produceis—especially in the private sector— 
could obtain the technclogical information given by Du Pond FCI. The result is that Du Pont has 
decided to collaborate with Chowgule’s-it the latter obtain permiss'on to set up an explosive manufac- 
turing unit and FCI is left without a technical collaboration satisfactory to them. Their project 
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appears to have, therefore, received a certain set back. Their representative informed the Commis- 


sion that for the time being FCI would concentrate on developing the market for ANFO as an ex- 
. plosives. 


4-19 In regard to JEL’s proposal for expansion, by our Report dated 30th July, 1976. We 
have recommended that the proposal should be rejected. 


Balance of Demand and Supply 


4-20 It will thus be seen that the existing licensed and installed capacity is 70,500 tonnes per 
annum (36,000 IEL, 22,500 JDL, 9,000 FCI and 3,000 IOL). This leaves a gap of about 30,000 tonnes 
per annum for additional capacity to be licensed and biought into existence thus cf creating a capacity 
of 100,000 tonnes so as to satisfy the expected demand of not more than 80,000 tonnes by 1978-79 on 
the basis of 80% utilisation of capacity. We have already seen that the capacity already approved 


by Government, the proposals regarding which have made significant headway, amounts to 42,500 
tonnes per annum. This includes—- 


IDL -: . ' . +. 7,500 tonnes 
IBP - . . ‘ * 20,000 tonnes 
CIL/DGOF . . *, 5,000 tonnes 


Narendra - ‘ : + 10,000 tonnes 


42,500 tonnes 








From the information given above, it would not be wrong to conlude that the capacity proposed 
to be insialled by IDL Chemicals and DGOF/CIL, will fully come into existence by 1978-79. It would 
also be correct to assume that IBP would be able to put up a capacity of at least 10,000 tonnes if not of 
15/20,000 tonnes by 1978-79. Regarding the proposal of Narendra Explosives, while it has made 
considerable headway, its progress depends upon finance being made available by public financial 
institutions. It appears to us that one aspect that the institutions may well look at critically would 
be whether there would be adequate demand for the proposal to be financially viable. It will have, 
therefore to be assumed that the approval by financial institutions of the proposal of Narendra Ex- 
plosives would to some extent depend upon whether many other proposals, and specailly the _pro- 
posal by IEL, which is presently dominant in the industry, is approved or not. In any case, there- 
fore, a capacity of at least 22,500. tonnes is most likely to be brought into existence by 1978-79 on 
the basis of the proposals already approved. If the market prospects for the proposal of Narendra 
Explosives remain good, a further 10,000 tonnes capacity will be brought into exis.ence. In addition 
to this, the FCI expects to market an additional 10,000 tonnes of ammonium Nitrate for use in the 
form of ANFO. This analysis suggests that there is not much necessity to bring about any major 
addition to licensed capacity for the purpose of satisfying the expected demand by 1978-79. 


4-21 It could, however, be said that 1978-79 is nct far away and, with the importance that 
coal is being given in the future development of the country and therefore the importance of the 
production of explosives, it is necessary thac steps should be taken from now for meeting the demand 
expected to airse in the Sixth Five-Year Plan period. We have already seen that the demand expected 
by the end of the Sixth-Five-Year Plan would amount to 140,000 tonnes per annum and therefore a 
capacity for 175,000 tonnes per annum will have to be created by that time. When we consider the 
Sixth Five-Year Plan period, we may assume that all the capacity approved up.o now except perhaps 
that of Narendra Explosives would definitely come inte operation. Narendra Explosives may also 
come into operation, if there is an adequate market for explosives. Thus a toral capacity of 110,000 
tonnes per annum (plus perhaps 10,000 tonnes cf ANFO) would be in existence in the early part of the 
Sixth Plan period. There would, thus, be scope in the latter half of that period for an additional 
capacity of about 55/65,000 tonres per annum. 


4-22 This being the state of anticipated demand and supply, it is necessary to envisage the 
structure of explosives Industry in the coming years indicated by the scale of preferences dictated by 
considerations set out in section 28 of MRTP Act. That section enjoins on the Commission to take 
into account all matters which appear in the particular ci: cumstances to be relevant and also, the general 
economic position of the country. Against this background certain objectives are to be kept in view 
and the objectives relevant to the proposal under examination are, achievement of the production, 
supply and distribution by most efficient and economical means, of goods of such types and qualities, 
in such volume and such prices as will best meet the requirements of the defence of India, and home 
and overseas markets; the best use and distribution of men, materials and industrial capacity ; technical 
and technological imporvements in incustry and expansion ot existing market and opening of the new 
markets; encouragement of new enterprises as a countervailing force to the concentration of economic 
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power to the common detriment; regulation of the control of the material resources of the community 
to subserve the common good; and reduction of disparties in the development between different 
legions and more especially in velation to areas which have remained markedly backward. 


4:23, We have given considerable thought to all these aspects and drawn an outline of the 
explosives industry in the coming years as it should be according to the criteria laid down under section 
28. Accordingly, we have recommended in our report on the proposal of IEL, that there is no more 
scope for the expansion of the Indian Explosives Ltd. in the explosive industry either by way of ex- 
pansion of the present undertaking or by setting up of a new undertaking apart from the existing 
undertaking. ‘They are already producing 36,000 tonnes of NC based explosives against the sanctioned 
capacity of 28,000 tonnes by utilising what is called the stand by equipment. The total production was 
between 45 and 46,000 tonnes. Their share of the market was, therefore, more than 75%. Existence 
of such a large producer in the market automatically scares away intending new enterpreneurs and 
makes it difficult for newcomers already in business to make any headway. Even assuming that their 
market behaviour was not questionable, it will not be desirable to let any single producer have such a 
large share of the market if the economic health of the country is to be preserved. This was parti- 
cularly so in case of a commodity like explosives which is of critical importance for the development 
of economy as it is required as an essential input for the development of mining, roads, irrigation etc. 
In respect of such a commodivy, the community should not be in such a position that it has no 
alternative but to allow the existing producer to expand at the perial of disrupting the whole program- 
me of production in respect of important sectors of the economy. The fact that [EL was a subsidiary 
of a joint multinational foreign company, further underlines the need for calling a halt to the expansion 
of its undertaking because it involves remittance of money to foreign countries, which if it cannot be 
avoided should at least be held at the level which is inevitable. The history of TEL over the last 20 
years clearly shows that they had been first in the*field by reason of the fact that they were originally 
the channels of import of exylosives that it‘had become necessary to allow them to establish as manu- 
facturers to meet the growing needs of the community in a vital material and that in the absence of an 
alternative source of supply, the Government was quite helpless in stalling its growth. The difficulties 
experienced by the new unit in the industry (i.e, IDL) even though backed by foreign know-how, 
also suggested that even without making any overt efforts, the <xisting large producer had certain 
inherent advantages which made it difficult for the newcomers to offer equal compeiition. The tradi- 
tional consumer preferences for familiar items of consumption reinforced by a craze for commodities 
with foreign connections make it difficult for the new-comers to penetrate into the market and give an 
advantage of no uncertain weight to the existing large-scale producer. This position can be changed 
orly if a halt is called to the growth of a multi-national giant in the Industry and the field is left open 
for free and fair competition to other producers whether in the public cr in the private sector. In 
the short run, such a course will invole some sacrifices on the part of the community. The prices 
of the commodities produced by the new units may not be as attractive as the prices of the commo- 
dities produced by the existing producer. There may also be disparity in quality of the products. 
There may be delays in bringing the production to the required scheduled but there can be no doubt 
about the long run advantages to the community of having an industry in which no producer has 
dominant position. The inherent tendency to exploit the consumer will be checked, overall production 
will increase and there will be competition among technologies of different producers which will give 
incentive to innovation and improvement in the technique of production all-round. It is for these 
reasons that we have recommended that there should be no expansion of the undertaking of the 
TEL. 


4.24 That brings us to the question whether public sector should have a dominant sharé in 
the Industry. It was suggested that in the industry, large share of the raw materials is supplied by 
the public sector. It is also suggested that with the State takeover of the coal mines, consumption of 
the explosives by the public sector project is also on a large scale. These two advantages would no 
doubt weigh in favour of the public sector but they are not enough by themselves. A public sector 
undertaking supplying the raw material can undertake to produce the explosives only if it can produce 
them as cheaply as the other producers and if they can market them as profitably as the other producers. 
Similarly, a public sector undertaking using the explosives can go in for their manufacture only is 
by that process it can secure explcsives at a cheaper rate than before. But the public sector undertakings 
in question will no doubt start with an advantage and with a proper technological support can realise 
the objectives set out. Security of the market and/or supply of raw material are advantages which 
will definitely avail the producer in competition and it is fot these reasons that we would like the public 
sector undertakings to enter this industry in a considerable measure. We cannot, however, take into 
account projects which are not even in an embryonic stage. While assessing the production capacity 
of the immediate future years, we can take into account only those projects whether in the public 
sector or private sector which on an objective analysis of circumstances are likely to reach the take-off 
stage in the near future and contribute to the production in the first half of the Sixth Plan period. It 
is for these reasons that while taking into account the projects of IBP, and DGOF, we are unable 
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to make allowanze for the project of FCI except the one relating to ANFO. We are anxious to 
ensure that adequate supplies of this critical commodity are available so that the vital sector of the 
economy is not affected for want of the same. On the production of coal will depend the future sup- 
plies of much needed energy. On the production of iron ore depends a major source of our foreign 
exchange. We would therefore like to err. if at all, on the side of generous estimate while planning 
for production of explosives which are a critical input for mining of coal and iron. This is parti- 
cularly so because public sector undertakings in this vital sector of economy aie themselves interested 
in securing supplies of this commodity in the coming future. It is, therefore, not without significance 
that Coal India Ltd. and DGTD have supported the proposal under examination. The public 
sector projects, which have already reached a fairly advanced stage, are in no danger of being stifled 
if other new units are allowed to go into the industry, the demand situation being what it is. But 
we are unable to stop other units from entering industry where other public sector undertakings are 
we are unable tc stop other units from entering industry where other public sector undertakings 
not maturing. Thereis, therefore, in our view, room for Chowgules’ project, provided it is feasible 
on its inherent merits. 


4-25 Coming to the merits of the proposal, in the first place, Chowgules unlike the two exis- 
ting producers are a completely Indian house. On the other hand, unlike Narendra Explosives Ltd. 
whose project is also taking shape, they are a large house. Their proposal, however, envisages pro- 
motion of a new compnay in which they and their interconnected companies will have only 40% share 
in the quity. The balance will be subscribed bv financial institutions and the genral public. The loans 
which are proposed to be taken from financial institutions will also be subject to the convertibility 
clause and the equity debt ratio will also be maintained at 1: 2 or even at a stronger rate. The owner- 
ship of the new company will, therefore, be broad based and the dange of concentration of economic 
power will be reduced to a minimum and there will be-hardly an possibility of any common detri- 
ment by reason of the composition of the ownership of the new company. 


4-26 The record of Chowgules in the activities they have so far undertaken is also impres- 
sive. Whether in the mining of iron ore or in the pelletization of the ore or the transport and shore 
handling of the ore or ship building, their performance has been creditable. As the Annex- 
ure 3 would show they have been responsible for considerable exports in the past and their commit- 
ments for the future in regard to exports are also considerable. Although the ownership of the exi- 
sting business is confined to the members of the Chowgule family, the management is largely professio- 
nalised. They have got very useful and effective contracts with foreign parties, pa:ticularly in Japan 
and United States of America and they have undertaken a very large project in the joint sector for 
pelletization of iron ore. They have a very well established R & D Division and the catalogue of the 
achievements of that Division given at paragraph 1-06 would clearly suggest that R& D has been an 
effective instrument with this organization and that it is capable of being turned to good account for 
the proposed project also. The proposed project is somewhat integrally connected with their Iron 
Ore Mining business, because they have necessarily to use explosives in their mines and although 
quantitatively the explosives for captive consumption may not have been large, the fact remained 
that they do have definite ideas about application of the explosives, at least in the field of iron ore 
mining. They are also aware of the difficulties in getting explosives from long distances viz. excessive 
delay in supplies, shortage of ordered type of explosives resulting in supplies of available type and 
non-availability of certain type of explosives. There is some merit in their claim that by reason of 
their experience in iron-ore mining and the use of explosives therein, thev will be in a position tc 
disseminate their expertise regarding economic usage of explosives especially for open cast mining. 


4:27 The location of the proposed plant in the State of Karnataka at one of the sites near 
or in the mine belt has also certain inherent advantages. Firstly, the plant will be in the heatt of the 
mining area where the demand of explosives will be considerable in the foreseeable future. Chowgules 
have given the estimate of demand in this area at 20,000 tonnes per annum and they have given the 
basis of their estimate (Table C, Annexure 4). Even making allowance for the fact that the estimate 
may be on a somewhat generous scale and also making allowance for the fact that the Hyderabad 
Unit of IDL with a capacity of 7500 tonnes will not be very far from this belt, there can be no doubt 
that there will be sizeable demand for explovives from the iron ore mining areas of Karnataka and 
Goa which would be conveniently met from the proposed site. The advantage of having the source 
of explosives near the mines cannot be overemphasised. This will eliminate a large part of the cost 
of transport. Both according to Chowgules and WIMCO the savings would be near about Rs. 400/- 
per ton as compared to the expenditure incurred in transporting the explosives from the existing 
units. 


4-28 The hazards of accidents in transport will also be correspondingly less, although these 
hazards will considerably be reduced in any case virtue of the fact that the explosives will be slurry 
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explosives. There will also be considerable reduction in the number of magazines necessary for 
Storing of explosives, because the supply of explosives will be more in conformity with the actual 
demands of the consumers. This will also make the supply of the explosives according to the demands 
of the customers easier and particularly the arrangement for bulk supply or supply directly at the mine 
head would be facilitated. There will be no need also for the consumers to have large inventories 
of explosives, because they will be able to get explosives that they want at a short notice according 
to the requirements. According to Chowgules the period of inventory will be reduced from three 
months to one month or even less and this according to their calculations would eliminate the inventory 
expenses relating to 2000 tonnes. 


_ 4:29 The technology proposed by Chowgules is also quite suitable to the requirements of the 
Situation. The properties of explosives which are of particular interest to the consumers are :— 


“(1) Strength: This is a measure of the amount of energy released by an explosive on detona- 
tion and hence its ability to do useful work. The weight-strength denotes the strength 
of any weight of explosive compared with the same weight for blasting gelatine, and bulk- 
strength denotes the strength compared with an equal volume of blasting gelatine. Blasting 
is taken as the standard because it is the most powerful commercial explosive with charac- 
teristics that are well known. 


(2) Velocity of Detonation: This is the rate at which the detonation wave passes through a 
column of explosives and is of considcrable importance since the shock energy of detona- 
tion increases rapidly with this velocity. The shock energy does most of the work when 
the explosive is used unconfined, e.g. in plaster shooting. 


(3) Density : The density is important. when selecting an explosive for a particular use. With 
a high density explosive the energy of the shot is concentrated—a desirable feature in 
tunnelling and mining operations in hard ground. On the other hand, when the output 
of lump coal from mine is important, it is advisible to use a low density explosive, which 
distribute the energy along the shothole. 


(4) Water Resistance: Explosives differ widely in resistance to water and moisture penetra- 
tion. Some explosives deteriorate rapidly under wet conditions, but others are designed 
to withstand water for long periods. When. blasting ‘s to be done under wet conditions, 
a gelatinous explosive is preferable: 


(5) Sensitivity: An explosive is required to be insensitive to normal handling, shock and 
friction, but must remain sufficiently sensitive to be satisfactorily detonated, and capable 
of propagating satisfactorily,cartridge to cartridge and even over shot gaps ruch as may 
eccur in practice. ; 


(6) Fume characteristics : Explosives, which are to be used where ventilation is restricted 
must produce a minimum of harmful gases in the products of detonation.’’* 


4-30 In the light of these requirements, the recent trend all over the world is in favour of 
slurry explosives. Slurry explosives are based on Ammonium Nitrate. Till recently NG based 
explosives were the only variety which were being used in the Indian mines. It is only in the recent 
past that slurry explosives have become available in the country and their use has been apprcved 
by the Director General of Mines Safety for certain applications. Slurry explosives are broadly used 
in open cast mining cf coal and cther ores. Since the recent technology for mining is based on open 
cast mining, the use of slurry explosives in the countrv is likely to increase in future to a great extent. 
Slurry explosives are gradually being permitted in India in underground and gassv coal mines also. 


4-31 The manufacture of slurry explosives is essentially a mechanical function. Since nonc 
of the components of the slurries is itself an explosive, it is relatively safe to handle while manufacturing, 
transporting and using. The slurry explosives can also be cap-in-sensitive, can be packed, easily and 
need not be kept in cartridge or magazines. They can be mechanically loaded into bore-holes which 
result into cost saving. They are more useful for large diameter explosions but even in respect of 
small diameter requirements, their use is being popularised. Since no major chemical process 
is involved in their manufacture, the capital investment in the case of Slurry explosive, 
is comparatively less as compared to NG based explosives. 


eee 





*“Explosives Year Book, 1976”, by Indian Explosives Ltd. 
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4-32 On the other hand, shelf-life of slurry explosives: is about six months only though with 
technological advancement it might be extended to 9 months. Slurries also do not enjoy great water 
resistance and they cannot be used under water although effurts are being made to make slutries useful 
even under water. But in view of the relatively greater safety, there is a gradual switch over from 
NG based explosives to slurry explosives all round the world. The applicants have sent to the Com- 
mission the annual report of Du Ponts for 1975 according to which Du Ponts propose to shut down 
their last dynamite factory by 1976 and replace it by a factory for slurry explosives. It will no doubt 
require considerable market efforts on the part of the slurry manufactureres to overcome the consumer 
resistance (o the new variety of explosives and to disabuse their minds of the preference for variety 
of explesives which is in vouge over a number of years. 


4-33 The Chowgules propose to have foreign collaboration for the project. The Depart- 
ment of Economic Affairs have accepted the scheme of finance proposed by Chowgules on condition 
that no foreign collaboration will Le permitted. It is difficult to reconcile this condition with the 
general policy of the Government in regard to this industry. It is accepted as a part of that policy 
that technology in this ficld being somewhat sophisticated and at an advanced stage, foreign colla- 
boration will be considered on merits in each case. This view is confirmed by D.G.T.D. extract 
from whose report is reproduced earlier at paragraph (3-02). It is also significant that almost all the 
projects proposed or under operation have some kind of ‘foreign collaboration. Even the public 
sector undertakings like IBP has an arrangement with a foreign collaborator i.e. Ireco Chemicals. 
We, therefore, do not see any reason why Chowgules should not be allowed this project or its scheme 
of finance just because it involves foreign collaboration. The foreign collaboration proposed by them 
will no doubt be examined by other authorities like Foreign Investment Board and the Department of 
Economic Affairs. But at this stage the foreign collaboration proposed by them seems to us to be broadly 
acceptable. In the field of Slurry explosives M/s. Du Ponts are second to none in the world. This 
position is accepted even by the public sector undertakings, one of whom as stated earlier has now 
availed of collaboration with a competitor of Du Ponts: ‘The terms of collaboration also do not 
appear to us to be unreasonable having regard to the terms of collaboration proposcd in the case of 
others, viz., IBP. Even the cost per tonne on account of imported plant and machinery is less in the 
case of Chowgules proposal than in the cas: of WIMCOs or in the case of IBP or for that matter in the 
case of IEL. It seems to us worthwhile that a new technology in the new line of explosives, viz., 
Slurry explosives should be brought to the country so that it can compete with the existing techno- 
logy availible with LE.L. and IDL and the new technologies which are proposed to be imported by 


Narendra Explosives (for NG) and IBP (for slurries). There is going to be a provision that Chowgules 
could sub licence the technology. This is a very useful provision from the point of view of ensuring 
that multiple collaborations are avoided and, at the sam: time, there is no undue competition among 
Indian parties for obtaining technology from the same foreign source. This aspect is therefore very 
important and we would like to make sure that in the foreign collaboration agreement that is finally 
conciuded between the applicant company and M/s. Du Pont, a provision for permission to the Chow- 
gule’s to sub-licence the technology on terms considered reasonable by Government would be included. 
In this connection we would also like to make sure that no scope is left for any collusive behaviour 
on the part of producers in this ficld as a result of possible understandings and collusion between. 
their foreign collaborators. We have mentioned in our Report on the proposal of M;s. Indian Explo- 
sives Ltd. (Sections 1-19 to 1-22) that certain understandings between ICI and its predecessors on the 
one side ard Du Pont on the other have existed for a long time. Even in regard to CIL with whom 
IEL now has collaboration arrangement for Slurry explosives, there was an understanding that CIL 
was not to spread out to other countries through licensing their processes “unless both ICI and Du 
Pont believe it is advantageous to so spread out”. We have no information of whether any such 
understanding and arrangement between ICI and Du Pont continous to this date. It cannot however 
be overlcoked that one of th important foints mentioned in these understandings was that as far 
as possible there should be no record about such arrangements which may go against the anti trust 
laws of the countries concerned. We would therefore like to be cauticns in this respect so as the sate- 
guard the interests of the country and the consumers of explosives. From this point of view, we think 
it will be useful to make sure that Du Pont technology car be sub-licenced by Chowgules on terms 
decided to be reasonable by the Central Goverrment and preference should be given in any such sub- 
licensing to a public sector undertaking. We would also suggest that such sub-licensing of technolu- 
gy should be available only to an undertaking which has no other foreign collaboration ane which 
has no foreign equity. This will ensure that there is no misuse of the provision for sub-licensing of 


techaology. 


241 


4-34 The financial position of the company during the last five years has been as under :— 
TABLE 14 
Financial Position of the Company 1970-71 to 1974-75 




















7 Rs. lakhs ** 
1970-71 1971-72 1972-73 1973-74 1974-75 
1 y 2 3 4 5 6 

Capital Employed : 
Net Fixed Assets - : . . , : 961-10 876°81 769-58 625-31 591-78 
Working Capital : 
Current Assets Minus . : i , ‘ 426-07 454-16 ~ 529-10 680° 08 1411-43 
Current Liabilities - : : : . : 238° 40 261°35 275°03 402°52 648-30 
Workingcapital © 9+ 9° + * os 187-67 192-81 254-07 277-56. ——S«*763°13- 
Capital Employed © ++) + «SWN4B*77-—~=~*«*N206-62_—~=«*023-6S.—~=«902"B7~~—«*1:354-91~ 
Share Capital : . . ' ‘ : 300:25 300-25 300-25 300-25 300-25 
Reserves & Surplus - . , . . ' 429-00 317-17 333-90 *276:76 566: 13 
Eoaaeie: So oo oe Se a be 492-80 507-95 427-71 340-01 540-96 

' 1222-05 1125+37 1061-86 1017°02 1407-34 
Less Investm2zut capital work-in-progress and losses 73:28 55-75 38-21 114-15 52°34 
Capital Employed - + +++ ey SEABTT 1069-62 1023.65 902°87 1354-91 
Average Capital Employed ‘ ‘ . ’ 1172-69 1109-19 1046-63 963-26 1128-89 
Equity/Debt Ratio : ‘ g : : 1. 0:68 1:0-82 1 30°67 1 :0-50 1 :0°62 





Source.—Applicant Company. 
*Development Rebate Reserve. 
*#Ycar ending 3ist March upto 31-3-1974 and year onding 30th June thereafter. 


It would be seen from the above that the company may not find it difficult as promoters to subs- 
cribe to the capital of the new company to the extent of Rs. 24 lakhs. The company has also pro- 
vided details in regard to the cash flow statement for the 5 years period ending with 1979-80. .A copy 
of the same statement is enclosed as Annexure 6. 


4:35 The cash flow statement has been prepared by the company after taking into account 
the requirements of finance of other projects which are also in hand. It would be seen therefrom that 
during the year 1977-78, the company has provided an amount of Rs. 49-40 lakhs for investments 
in other companies. This provision has been made to meet the investment requirement for the new 
explosives project. 


Profitability of the Project 


’ 4:36 The Company has also supplied cost of production and profitabilitv statement as esti- 
mated by them in tespect of new explosives project for the first five years of its operation. These are 
given in Annexure 7, In arriving at the cost of production and profitability statement, the company 
has estimated the cost of raw material at Rs. 3,850-00 per tonne on the basis of quotations received 
from the indigenous supyliers. It alsc includes transportation charges. The company expects to 
purchase ammonium nitrate, sodium nitrate etc. In regard to the prices of imported iaw material, 
these have been taken into account on the basis of prices indicated by M/s. Du Pont and customs duty 
and inland transport charges have been added to the same. Royalty has been calculated at 3% of 
the ex-works sales realisation excluding items which are imported. Imported raw material for this 
purpose has been estimated at 1-35% of the sales value of Rs. 5,000/- per tonne. The estimates have 
been made on the assumption that the realisation on account of sales would be Rs. 5,000/-.per tonne. 
It is very likely that the estimates of expenditure may also undergo changes in practice depending 
upon the prices of raw materials, payment made to labour etc. etc. On this point, the Company 
has stated that if there is going to be any increase in the raw material and labour charges, there would 
be a proportionate increase in the selling price also. | The company has furnished a break-even ana- 
lysis assuming sales realisation of Rs. 5,000/- per tonne. The same is also enclosed as Annexure 8. 


4-37 Tt would be seen from the analysis that the break even point will be reached by the com- 
pany when it reaches a production level of 9,041 tonnes of explosives, the cost of the various elements 
of production remaining the same. 
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4-38 We do not apprehend any difficulty about the raw materials for the project. If the exis- 
ting suppliers, viz., FCI or Hindustan Steel are not able to supply ammonium nitrate in required 
quantities, Deepak Nitrate may be able to supply. If the worst comes to worst Chowgules may 
have to set up facilities for the manufacture of ammonoium nitrate from ammonia and ritric acid 
and considering the availability cf ammonia and nitric acid, the difficulty in setting up this facility 
was not insuperable. This will no doubt require additional investment and modification of the scheme 
of finance but the applicants can approach the Government if and when such contingency arises. 
We do not see why a project concerned with production of a critical input vital for key sectors of 
economy should be thwarted by fcar of shortage of raw material like ammonium nitrate. If it is 
not available, its production can be increased as its cthe: ingredicnts are readily available in the 


country. 


4-39 The proposed products also involves the use of Mythlamines which are produced in 

India only by the FCI. FCI has communicated to the Commission that the available supplies of this 

material are already committed to other pricrity uses. When questioned during the Public Hearing, 

Chowgules indicated that they have been assured supply ol this material by the FCI in 1975 (see Anre- 

xure 5 for a copy of this letter). They do not fear any difficulty, at Jeast in the initial years. Asan 
alternative, if this materia] is not available fiom the FCI, they can manufacture this maierial on the- 
basis of Methanol which will be available in the couatry, apait from others, from M/s. Swadeshi 

Polytex Ltd. (see Annexure 5 for a copy of this letter). It was also indicated that Du Pont technology 
can use a number of other sensitizers in place of mythlamines and hence there would be no problem 

even if this material is not available to the company. 


4:40 The question then remains whether Chowgules should be allowcd to set up the capacity 
for 20,000 tcnnes or whether they should be allowed to set up smaller capacity. They have given 
reasons why capaciiy for 20,000 tonnes would be more viable than capacity for 12,000 tonnes. These 
reasons aie given in paragraph (2-25). In substance they emphasise the economies of scale. One 
plant for PRM_ with a capacity for 3500 or 4000 tones.and two plants for the explosives with a 
capacity fer 3000 tonaes each will be utilised fcr the production of 12,000 tonnes upto the third year 
of the project by working the PRM _ plant on one shift and the two explosives plants on two shifts. 
From the fourth year the PRM plant is proposed to be worked on two shifts and the explosives plants 
were going to work for three shifts. The assumption isthat 4000 tonnes of PRM are adequate for 
production of 12,000 tonnes of explosives. Accepting this assumption the economies of scale would 
no doubt weigh in favour of the applicant’s claim. The initial capital cost will be spiead over larger 
turnover and production and similarly othe: indirect expenses like expenditure on infrastructure and 
even research and development will also be spread cver larger quantities. The larger output will 
give the producers greater manoeuvrability regarding the product mix, especially because it is 
proposed to tailor the supplies to the requirements of the mine owners. The projections of the 
demand in the neighbouring area also seem to. be in,exeess for 12000 tonnes, although the estimate 
of demand of 20,000 tonnes may be on the liberal side. 


4-4) On the other hand, it is suggested in many quarters, including by some objectors, viz., 
IBP and IDL that a unit manufacturing about 7000 tonnes can be reasonably viable. It is also sug- 
gested that having regard to the nature of the commodity, it is better to have smaller units separated 
from each other rathir than have one large unit concentrated at one place. This will climinate the 
risk of accidents, labour trouble or any other difficulty paralysing the production of larger capacity 
and creating difficulties for industry using explosives as an input. There is also the danger of large 
unit pre-empting the demand for production of other struggling units. 


4-42 Ona balance of all these considerations we are inclined to the view that no embargo 
should be placed on the size of the proposed unit at 12000 tonnes. There can be no doutt about the 
economies cf scale flowing from larger unit. Asa matter of fact on the formula suggested by Chowgules: 
one PRM unit working for two shifts may produce sensi‘izers enough for 24000 tonnes of explosives, 
There is no question of the plant reaching the maximum capacity immediately. At the end of the 
third year when the production will rezch 12000 tonnes if the demand projections so permit, there is 
no 1eason why the unit which is in operation should not be allowed to enjoy the economies of scale. 
The two plants for explosives can no doubt be located at some distance from each other sc as to eli- 
miaate the possibility of break down in one causing break down in another and the economics in over- 
heads in research and development and for infrastructure will be more effectively ensured if the units 
are near to cach other than they are far off from cach othcr. We are, therefore, of the view that 
Chowgules should be allowed to set up the capacity comprising one PRM unit of 3500 to 4000 tonnes 
and two explosives units of 3000 tonnes each and if the economies of the situation so permit they should 
be allowed to work the PRM on two shifts and explosives units in three shifts, subject tc the maximum 


of 20,000 tonnes capacity. 


CHAPTER V 
CONCLUSIONS AND RECOMMENDATIONS 


5-01 Based on the analysis given in Chapter IV our conclusions are as under :— 


(1) There is not much necessity to bring about any major addition to licensed capacity for the 
purpose of satisfying the expected demand for explosives by 1978-79. 

(2) For the latter part of the VIth Five Year Plan, there would be scope for an additional 
capacity of about 55-65,000 tonnes of industrial expldsives per annum. 

(3) For assessing the proluction capacity of the immediate future years, it is possible to take 
into account only those projects, whether in the public sector or private sector, which are 
likely to reach the take cff stage in the near future and contribute to the production in the 
first half of the VIth Plan period. 

(4) There is room for additional capacity for the manufacture of explosives, whether in the 
public or private sector, if the proposed project is feasible on its inherent merits. 

(5) By reason of the ownership of the new company proposed by Chowgules being broad 
based, the danger of concentration of economic power to the common detriment will be 
reduced to a minimum. 

(6) There is some merit in the claim of Chowgules that by reason of their experience in iron 
ore mining and the use of explosives therein they will be in a position to disseminate their 
expertise regarding economic usage of explosives especially for open cast mining. 

(7) The location of the proposed plant in the State of Karnataka at one of the sites in the 
mine belt has inherent advantages. 

(8) Tie technology proposed by Chowgules.is also quite suitable to the requirements of the 
situation. 

(9) It is worthwhile that a new technology in the line of slurry explosives followed by Du Ponts 
should be brought to the country so that it can compete with the existing technolcgy avai- 
lible with TEL and IDL and the new technology which is proposed to be imported by 
Narendra Explosives and IBP. 


(10) No embargo should be placed on the size of the proposed unit at 12000 tonnes. 


5-02 Our recommendation flowing from the conclusions arrived at by us is that Chowgules 
should be allowed to set up the capacity fer the manufacture of industrial explosives comprising one 
PRM Unit of the capacity of 3500 to 4000 tonnes and two explosives units of the capacity of 3,000 
tonnes each and if the economies of the situation so permit they should be allowed to work the PRM 
Unit on two shifts and explosives units in three shifts, subject to the maximum of 20,000 tonnes capa- 
city. 


5:03 The Scheme of finance will be subject to the conditions imposed by the Department of 
Economic Affairs. The-foreign collaboration agreement will be subject to the scrutiny by the Foreign 
Investment Board. 


5:04 There will be a provision for sub-licensing in the collaboration agreement and in giving 
the sub-licence Chowgules should give preference to a public sector undertaking if the same is willing 
to get the sub-liance. Our observations in para 4-33 of Chapter IV may be borne in mind by the 
authorities concerned. 


(Sd/) 
(JUSTICE J. L. MATN) 
Chairman 


New DE.ui (Sd/-) 
30-7-76 (H.K. PARANJAPE) 
Member 


(Sd/-) 
(H. N. JHALA? 
Member 
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ANNEXURE I 


List of Participants in the public hearing held on 8th June, 1976 on the proposal of Chawgules 


I, The Applicant Company 


1. 
. Shri V.V, Chowgule, Director. 


ye PrN Aw> wD 


— 
oS 


Shri V.D. Chowgule, Chairman & Managing Director. 


Shri A.V. Chowgule, Director. 
Shri P.D. Kunte, Advisor. 

Shri M.M. Vadi, Advisor. 

Shri L.D, Samant, Manager. 
Shri M.R.S.N. Rao, Manager, 
Shri K.T. Potdar, Manager. 
Shri B.V. Mahamuni, Manager. 


. M/s. Crawford Bayley & Co., Solicitors. 
11. 


Shri N.S, Phatarphekar, Solicitors. 


II, Objectors : 


1. 


IDL Chemicals Ltd. 

(i) Shri V.C. Katoch, Executive Director. 

(ii) Shri S.C. Chadha, Controller, Delhi Office. 
(iii) Shri V.G.K. Thathachary, Secretary. 
(iv) Shri A.P. Manjrekar, Sr. Dy. Manager, Sales. 
(v) Shri J. Ravi Kumar, R & D Coordinator. 


Narendra Explosives Ltd., Dehradun 
(i) Shri N.K. Jain, Managing Director. 


Indo Burma Petroleum Company Ltd. 
(i) Shri H. Bhargava, General Manager, Chemical) Division. 


IU. Government Departments : 


1. Ministry of Industrial Development, New Delhi, 
1. Shri H.H. Tyabji, Deputy Secretary. 
'2. Directorate General of Technical Development, New Delhi. 
1. ShriJ.S. Matharu, Devclopment Officer. 
3. Department of Coal, Ministry of Energy, New Delhi. 
1. Shri M. Sha, Director. 
4. Indian Bureau of Mines, Nagpur. 
1. Shri $.K. Choudhury, Regional Controller of Mines. 
5. Planning Commission, New Dethi. 
1. Shri V.V.S.R. Hanumantha Rao, Officer-on-Special Duty (Minerals). 
6. Government of Karnataka. 
1. Shri B.R. Prabhakar, Director Industries, Govt. of Karnataka. 
ANNEXURE 2 
Capital employed and lines of business of interconnected undertakings of Chowgules 
Name of the Company Year esta- Lines of Business Capital 
blished as on 
= 1 aia Tee ae: ae, 4 
1. Chowgnle Steamships Ltd. . . : 1965 Shipping 31- 3-74 
2. Arlem Breweries Ltd. : , . : : 1969 Bear 30- 9-74 
3. Goa Pesticides Pvt. Ltd. - , : : . 1965-66 Pesticides 31- 3-74 
4 


. Cartybon Pvt. Ltd. - . . . . . 1965-66 Stationery articles 31- 3-74 


Nn NT 





Employed 
Rs, lakhs 


5 
558°51 
187-81 

10-68 

26:37 
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i 7 2 3 4 5 
5. Konkan Fisheries Pvt. Ltd. - tee FU ‘1968 Sea Food 7 ; 30-6-74 79-04 
6. Goa Food Products Pvt. Ltd. - : . ‘ 1965 Canned fruits & 30-3-73 30-95 
marine foods 
7, Chowgule Industries Pvt. Ltd. - : . . 1965-66 Trading 31-3-74 11°40 
8. Gomantak Pvt. Ltd. . : : ' : 1967-68 Newspaper 31-3-74 11-22 
9. Kolhapur Oxygen & Acetylene Pvt. Ltd. - . 1968-69 Industrial Gases 31-3-74 6:59 
10. Janta Machine Tools Ltd. . . , , 1959 Machine Tools 31-12-73 31-58 
11. Chowgule Engineering Co. Pvt. Ltd. - . : 1965 Industrial & Mining 31-4-74 19-98 
Machinery compo- 
. nents 
12. Chowgule Real Estate & Construction Co. Pvt. Ltd. 1963 on & Real 31-3-74 19-26 
state 
13, Chowgule Chemical Pvi. Ltd. - . . . 1958 ve rigs hon-essen- 30-6-75 1-89 
ial oi : 
14. Chowgule & Co. (Hind) Pvt. Ltd. - . : 1947 Resin Pharmaceuti- 30-6-74 110°60 


cals Tablets, Liquid, 
Ointment, Injections, 
Capsules, Tetanus 


Toxoid, General Vac- 

cin, Serum, ATS Vac- 

cin Serum ADS 
13. Camera Works Pvt. Ltd. - : : ° 1959 Cameras, Enlargers 31-12-73 714 
16. Chowgule Bros. : » : : ‘ : 1916 * 31-12-73 36-91 
17. Allodies : . : ‘ . . : 1968 * 31-12-74 2°80 
18. Hindustan Bulk Carriers Ltd. - : , : 1972 Shipping or hile not yet commen- 
19. Chowgule Textiles Mills Ltd. - . : . 1970 Textiles Activities not yet com- 








* Data not available. 
Source.—The applicant Company. Annual Reports and Balance Sheets. 


ANNEXORE 3 
Realisation from Exports by Chowgules 














Sl. Name of the Product Quantity Ex-factory *Earnings by + Ex-factory 
No. pe realisation way of foreign cost of produc- 
(M. Tonnes) exchange tion of exported 
quantity along- 
with details re- 
lating to how this 
has been esti- 
mated 
1 2 3 4 5 6 
Rs, Rs. Rs, 
YT. Iron Ore : 1970-71 . : : 12-10 414-33 625°27 174-56 
1971-72 : . 14°16 470-50 699° 56 219°34 
1972-73 . . . . 12°30 427-76 663-22 199-66 
1973-74 : : . 9-22 385-10 486-63 172:96 
(15 months) 1974-75 . . : 17°66 971-93 1072-96 480-53 
Yron Ore Pellets : 1970-71 : : . 4°96 395°85 501-55 24393 
1971-72 . . 4°20 327-60 422°27 258-16 
1972-73 sf 4-29 340-96 430-52 269-24 
1973-74 : . , 4-719 454-56 550-74 311-88 


(15 months) 1974-75 : . . 4°69 616-10 650-91 453-29 
ep ee a a a ee 


*Poreign Exchange earnings aro higher because of a part of the contract is on C & F basis. 
+ For cost as at Pee ate 


We have taken the cost as at MOHD Loading Point. These have been worked out as per standard accounting 
procedures. 
33—10 M of L}&CA/ND/79 
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ANNEXURE 3—Contd. 














(Figures in Lacs) 
Sl. Nam of the Product Ex-fact- Payments Imports Commission Other pay- Net inflow of 
No. ory price of royal- of raw paid, ifany, mentsinfor- Foreign Ex- 
inIndia ties T.A. materials for the expor- eign exchange change from 
fees rela- for the ted quautity (to be speci- Exports 
ting to the exported fied) if any 
exported quantity relating to 
quantity exports 
7 8 9 10 Ti 12 
Rs, Rs, Rs. Rs. Rs. 
J. Iron Ore : 1970-71: . @ Nil Nil 8°18 109-82 507-77 
1971-72 + . “ $5 9:96 151-44 588-16 
1972-73 - ‘ : a ” 8:77 151-66 502-79 
1973-74. - » ‘5 6-79 44°57 435-27 
(15 months) 1974-75 + . Pa % 12-71 79°91 980°34 
Tron Ore Pellets : 1970-71 - ‘ @ »s is 7:33 2:00 492:22 
1971-72 - . a i. 5:96 23°27 393-04 
1972-73 - . ms 63 6°40 14°67 409-45 
1973-74. - ‘ 7. ‘a 29° 14-78 — 528-67 
(15 months) 1974-75: . t a 7:80 - 23°18 619-93 





* The goan iron ore does not have a market in India because of its location being far away. from the existing 
mest ped uoers: Transport cost of the same to the steel-producers is very prohibitive. Hence price in India is not 
applicable. 


t The payoyent in foreign exchange is mainly due to payment of ocean freight as part of the. contracts is on 
he ad Moa Besides other exd:n3es such Dom irrags, Sampling at destination and Travelling Expenses abroad are 
cluded. 


Source :—~The applicant Company. 














ANNEXURE 4 
TABLE ‘A’ 
Present Status of Mineral Production (1967 to 1974) .and Estimated Production for the Year 1979 and 1984 
(000 Tonnes) 
Year wise Production 
Mineral 
1967 1968 1969 1970 1971 1972 

1. Iron Ore tiene : a“ 19,105 21,107 29,567 31,366 34,310 35,391 
2. Limestone - : 7 . 19,586 21,020 22,517 23,801 25,079 26,053 
3. Manganese - ee 1,574 1,559 1,486 1,673 1,841 1,643 
4. Dolomite © = + + 1,167 1,272 1,283 1,148 1,320 1,348 
5. Bauxite : : . . : 804 993 1,085 1,370 1,517 1,684 
6. Copper er. (1) 484 511 518 666 873 
7. Lead-Zine Ore : : : 164 192 214 267 237 353 
8 Mica» + + + - 18 18 19 16 45 14 
9. Gold - Me : : 452 507 477 527 598 605 
10. Magnesite - : : . 246 253 298 349 296 281 
WW. Coal © + + + 68,223 710,813 75,41 73,698 71,824, 75,658 
12, Gypsum . , 2 . 1,115 1,115 1,115 925 1,088 1,104 


a nh PS ty pS al as a CN A 


(AV) 
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ANNEXURE 4-—Contd. 
aaa nearer eee enim ememeneenannaeen amen peer nee ann es 





Yearwise Production Estimated Production 
Mineral ON ee Ce reel ee Fa Ae RL aR NE RL AD ne prin em de 

1973 1974 1979 1984 
SN a ee ee 
1. Iron Ore . . . . 35,562 35,305 67,000* _ 87,500* 
2. Limestone - . . . 25,341 25,049 31,000t 70,000t 
3. Manganese - : . . 1,489 1,473 3,100** 3,850** 
4. Dolomite . . . ‘ 1,449 1,201 2,245F 3,350¢ 
5. Bauxite . . . . 1,292 1,092 


2,600$ 3,800 
(Al metal —430) (Al metal-630) 








6. Copper a ee 1,102 1,417 5,750$ 8,000 
(Cu metal-57°5) (Cu metal-80) 

7. Lead-ZincOre + st 431 506 / NE NE 
8. Mica - 7 7 : : 14 13 : 40t(1981)t NE 
9Goild s+ + ee 567 524 NE NE 
10. Magnesite - : “, 193 268 602 697 
11, Coal - oa We . : 717,870 83,265 
12. Gypsum : . . : 886 985 

NE-—Not estimated. 

ag stb oe Task Force on iron and steel (Vol. 1) Steering Group on Matalliferous Industries (Fifth Plan) 


Task Force on Industrial Minerals. 
**Task Force on Ferrous group of Minerals. 


tTask Force on non-ferrous metals (Aluminium & Magnesium). Figures for ore based on 6 tonnes of ore 
per tonne of Al metal. 


$Task Force on Non-ferrous mstals (Copper & Nickel). — Figures for ore based on 1% Ave. Cu, content. 
@Report of the Refractories Committee Vol. II. Report of the Raw material sub-committee. 


Source.—‘‘Future trends ia Explosives requirements in India”—-Paper delivered by Mr. D.N. Bhargava, Cont- 
roller of Indian Bureau of Mines at AN-FO seminar held at Goa on 20-21 September, 1975. 


Source.—The applicant Company. 


ANNEXURB 4-~-Contd. 
TABLE B 


The Company's Estimates of the demand of Explosives 
(Figures in 000 tonnes) 
1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 


i ee pre ee A AA a a Df Of EO on Ne el ee ND Fe el mi OO ee et al mee ee 


Demand . : . 55 60:5 66°5 73:2 80:5 88S 97-4 104-4 115-0 
; (Normal 10% gr- 
owth rate in min- 
ing and demand of 
explosives) 





Increased demand due to 
kuremukh, Bababudan, 
Donimals Goa, Bellary 
Hospet Andhra, Tamil 
Nadu & Gujarat 


18-0 18-0 19:0 = 2250-220 22.0 


neem nye 





Total Demand : : $$ 60:5 6655 9-2 98S 1107S 1194 1264 137-0 








Source —The applicant.Company. 
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ANNBXURE 4—(Contd.) 
TABLE ‘D’ 


Demand of Explosives; Projected Estimation for next 10 Years of Chowgules’ Mines 
(Unit : Million Tonnes) 











Year Mines Production Waste Total | Rock Explosives 
tg i ee aye stripping rock | Breakage requirements 

Lumps Fines Pellet Total (1:3 Ratio) breaking byexplo- @ 8 tons of 
feed Sives rock breaking 

ing/Kg. of 

explosives 
1978 1-0 1-0 30 5-0 15-0 20-0 16-0 2000 Tonnes 
1979 1-0 1-0 3-0 5-0 15-0 20-0 16-0 2000 Tonnes 
1980 1:0 1-0 3-0 5-0 15°0 20°0 16-0 2000 Tonnes 
1981 1-0 1:0 3-0 5-0 15-0 20:0 16-0 2000 Tonnes 
1982 1-0 1:0 30 5:0 15-0 20-0 16-0 2000 Tonnes 
1983 1-0 1-0 3-0 5-0 16°25 21-25 17°25 2150 Tonnes 

(1 3-25) 

1984 Re 3 1-0 1-0 3-0 5-0 16-25 21-25 17°25 2150 Tonnes 
1985 : : ‘ 1-0 1-0 3:0 5-0 16°25 21°25 17°25 2150 Tonnes 
1986 . . : 1-0 1-0 30 5-0 16-25 21°25 17°25 2150 Tonnes 
1987 ; . . - 1:0 1-0 3:0 5.0 16°25 21-25 17°25 2150 Tonnes 








Chowgules.—We expect to open new mining.areas in Karnataka and consumption of explosives will be pre- 
portionately increased, 


(Source.-The Applicant Company) 


ANNEXURE 5 


Copies of letters from the prospective suppliers of raw materials to Chowgules 


ANNEXURE 5 
THE FERTILIZER CORPORATION OF INDIA LIMITED 
(GOVERNMENT OF INDIA UNDERTAKING) 
(TROMBAY UNIT) 


Marvali, Chamber, 
Bombay-400074. 
Bombay, dated the 15th September, 1975 
Our Ref. No. IPD : DEV : MAM :11 


M/s. Chowgule & Co. Pvt. Ltd., 
Mormugao Harbour, 
Goa-403803. 


Dear sirs, 


Ref : Monomethylamine 40% 


We understand through a copy of a letter written to you by Shri A.D. Amroliwala of M/s. Deepak Nitrate 
Ltd. that you are in need of Monomethylamine, 

We are happy to inform you that we have undertaken production of Methylamines at our Trombay factory 
and are in a position to cater to your requirements. You may kindly send us your enquiry and also please let us know 
your present and anticipated requirements and also the end-product, you intend to manufacture with our Monomethy- 
lamine 40%. Our quotation and tcchnical litrature on Monomcthylamince are enclosed for your perusal. 

_ We had earlier submitted samples of Monomethylamine at your Bombay office and if you desire, we would 
be willing to give you more/samples for your trials. 


Thanking you, 
Yours faithfully, 


(Sd.) S. GHILDYAL 
Sales Officer 
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ANNEXURE 5-(Contd.) 
DEEPAK NITRITE LIMITED 


10, B, Bakhtawar, Nariman Point, 
Bombay-400021. 
Date : 30-4-1976. 


Our Ref : DML/C(44)/103/S6 
M/s. Chowgule & Company Pvt. Ltd., 


Mormugzo Harbour, 
Goa-403803. 
Kind  attn : Mr. M.R.S.N. Rao 
Manager Development 
Dear Sirs, 


Re: Nitric Acid. 
We acknowledge receipt of your letter No. PD/EXPL/005 dated April 29, 1976. 


Please be informed, that at present we are manufacturing Nitric Acid of 53% and 60% concentration only. However, 
we shall shortly be starting production of 70%. Our 98% Nitric Acid plant will also be commissioned shortly there- 
after and in view of this we do not envisage any difficulty whatsoever in catering to your entire requirements of both 
67% and 80% Nitric Acid. 


The price for these grades of Nitric Acid will be intimated to you as soon as we start production, which please note. 
Thanking you and assuring you of our best attention. 


Yours faithfully, 

for & on behalf of 
DEEPAK NITRITE LTD 
(Sd.) 
SHIRISH DESAI 
Commercial Executive 


ANNEKURE S--Contd. 
DEEPAK NITRITE LIMITED 
10-B, Bakhtawar, 
Nariman Point, 
Bombay-400021. 
Dated : 30-4-1976. 


Our Ref : DML/C(44)/102/S6 

M/s. Chowgule & Company Pvt. Ltd., 
Mormugao Harbour, 

Goa-403803. 


Kind attn ; Shri M.R.S.N.Rao 
Manager Development 
Re : Sodium Nitrate 
_ We acknowledge with thanks receipt of your letter No, PD/EXPL/004 dated April 29,1976. 


We have noted your requirement of Sodium Nitrate to the tune of 1500 tones per annum from 1978-79 and 2500 tonnes 
per annum from 1982-83 onwards. We confirm we shall be in a position to meet your entire requirement of this 
item. . : : 


As required by you, our current quotation is enclosed herewith for your reference. 


Please however note, that the material will be supplied at the price prevailing at the time of despatch .A copy of our 
specification sheet is also enclosed. . 


Thanking you and assuring you of our best attention, 


Yours faithfully, 

for & on behalf of 
Deepak Nitrite Ltd. 
(Sd.) 
SHIRISH DESAI 
Commercial Executive. 
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ANNEXURE 5—Conid. 
HINDUSTAN STEEL LIMITED 
FERTILIZER PLANT 


ROURKELA-7 (Orissa) 
Pin Code : 769007 
5th May 1976 | 

Ref. No. FP/CS/T/2: 10/133 

M/s. Chowgule & Co. P. Ltd., 

Mormugao Harbour, 

402803, Goa. 


Ref : Ammonium Nitrate-—your letter dt. 30-4-76, 
Dear Sirs, 


We have got adequate capacity for manufacturing 83% Ammonium Nitrate which is primarily meant for the 
manufacture of fertilizers, Any diversion of Ammonium Nitrate from fertilizer production to other purposes would 
require clearance from the Ministry of Agriculture and the Ministry of Fertilizers & Chemicals. Further for putting 
up such a plant will require clearance from the Ministry of Heavy Industries.’ Subject to these clearances being available 
it would be generally possible for us to supply Ammonium Nitrate on a long term basis. 


_. Transportation of Ammonium Nitrate with 83% concentration from Rourkela to Goa is not a practical propo- 
sition. Hence the material has to be in a solid form i.e. granular, crystalline or flakes form and thereafter transported 
in sealed drums or in HSPE bags. Since we are making Ammonium Nitrate only up to 93% concentration in our 
plant, the manufacture of granular/crystalline form would require additional plant to be set up. Possibly this could 
be negotiated at a later date and the plant can be put.up either by us or by us at your cost or by you at Rourkela. 


Prices of Ammonium Nitrate would depend on various factors like Naptha cost, coal prices, cost of equipment 
etc. Without any commitment, I can indicate that’837% Nitrate: might cost you about Rs. ‘1500 per tonnes ex-our 
Works and in solid form Rs. 2,000 per tonnes. : 


Hope this preliminary information will serve your purpose. 


Thanking you, 
Yours faithfully, 


for HINDUSTAN STEEL LIMITED 
Rourkela Fertilizer Plant 
(Sd.) 
(M. THEYUNND 
Chief Superintendent (FP) 


_ANNEXURE 5—Contd, 
MANGALORE CHEMICALS & FERTILIZERS LIMITED 


Panambur Mangalore 575010; Karnataka State 


1976-04-19 
No.100/742-D/194 


M/s. Chowgule & Co. Pvt. Ltd., 
Mormugao Harbour, 
403803 Goa. 
Sus : Supply of ammonia for your proposed, plant for manufacture of explosives, 
Dear Sirs, 
This has reference to your letter dated 31st October, 1975 and the subsequent discussions your Mr. Ramesh 


ree ag Director and Mr. V.V. Sathe, Manager, Project Department, had with the undersigned on 15th January, 
1976. 


‘ae We are pleased to inform you that the Board of our Company has agreed, in principle, to supply ammonia upto 
10 tonnes per day required by you subject to the condition that the price and other terms and conditions of supply are 
mutually negotiated. Also please note that supply of ammonia to. your Company would be subject to your o taining 
he necessary clearances from-the Government of India for your explosives project. : 


3. We may add that the ammonia will be supplied at our plant and you will have to provide the necessary containers 
to transport it to your plant site. We also venture to hope that your plant will be located as far as possible to eliminate 
any risk to our plant from any accidental explosion in our plant. 


Yours faithfully 
for MANGALORE CHEMICALS & FERTILISERS LTD 
(Sd.) 
(B.K. SHRIDHAR) 
1S seas : - ¥ President Director 
34—10 M of LJ & CA/ND/79 
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ANNEXURE 5--Contd. 
DEEPAK NITRITE LIMITED 


10-B, Bakhtawar, Nariman Point 
Bombay-400021. 
Dated 1-5-1976 
Our Ref : DNL/C(44)/104/S6 
M/s. Chowgule & Co, Pvt. Ltd., 
Bakhtawar, 3rd Floor, Nariman Point, 
Bombay-400021. 


Kind attn : Shri M.R.S.N. Rao 
Manager Development 


Dear Sirs : 
Re: Ammonium Nitrate 
We acknowledge with thanks receipt of your letter No. PD/EXPL/006 dated April 29,1976, 


In this connection, please be informed that we are holding an Industrial Licence for manufacturing 5,000 MT Ammonium 
Nitrate per annum. However, on account of slackness in the demand of this item at present, we have not started pro- 
duction of the same. 


We, however, confirm that on receipt of the indication of your confirmed requirement, we shall be in a position to put 
up the plant for the item within 6 months time. After commissioning of this plant, we will be in a position to supply 
you your entire requirement of prilled Ammonium Nitrate, 


Please note that we will not be in a position to supply you Ammonium Nitrate solution. 


Thanking you, 

Yours faithfully, 

for & on behalf of 
DEEPAK NITRITE LTD. 
(Sd.) 

SHIRISH DESAI 
Commercial Executive. 


ANNEXURE 5—Contd. 
SWADESHI POLYTEX LIMITED 
GHAZIABAD (UP) 
SALES : 76 June 8, 1976. 


M/s. Chowgule & Co, Private Limited, 
Bakhtewar, 3rd Floor, 

Nariman Point, 

Bombay-400021. 


Dear Sirs, 
We are in receipt of your letter dated 3ist May, 76, enquiring about the supply of Mathanol. 
As your requirement pertains for the year 78-79 we are unable to quote the rates and confirm the supply at this 


stage. However, we assure you that at the time of your requirement, we shal! consider supplying you Methanol, if 
possible, at the then prevailing rates. 


Thanking you, 


Yours faithfully, 
for Swadeshi Polytex Limited 
(Sd.) 
Administrative Officer 
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ANNEXURE 5(a) 


TABLE 5 
Estimates of Demand for Explosives by 1978-79 us supplied by the Department uf Coal 





ORGANISATIONS 


Sector .. Planning Commission : LBP. Department of Coal 








Production Explosives Production Explosives Production Explosives 
target requirement target requirement target " requirement 
(MI. tonnes) (Tonnes) (MI. tonnes) (Tonnes) (MI. tonnes) (Tonnes) 





Mining ; ; 

Coal & Lignite’ - : 7 ‘ 140-0 38,000 141-0 43,113 141-0 46,985 
Iron Ore & Manganese . ® 60-2 7000 — 61:0 7,450 70:0 8,100 
Limestone/Dolomite - . . 48:0 5,800 49-5 6,100 53-2 6,500 
Copper * * « + + 45 3,700 41 4,060 60 —. $,000 
Bauxite + + + + + 1:8 300 1+8 270 24 1,700 
Lead & Zinc e : . . 2-2 1,500 24 1,700 2°4 1,700 
Other Minerals - . . . ig 2,000 a 2,000 AA 2,000 
TOTAL MINING : ° . ae 58,000 Pe 64,693 we 70,965 
Non-Mining é : ‘ ° ae 20,000 ae 20,000 a 20,000 
GRAND TOTAL : $ . ae 78,000. er 84,693 i 90,965 





(Source.—The Department of Coal). 


ANNEXURE: 5(a) 


TABLE 6 
Estimates of Demand for Explosives by 1978-79 as prepared by IBP 








Zones Mining Non-mining Total Permissibles Non-permis- Total 








sibles 
Eastern * . , . . 30,186 8,000 38,186 14,190 23,996 38,186 
Central . . . . . 20,315 1,000 21,315 6,352 14,963 21,315 
Western * . . . . 1,880 1,000 2,880 is 2,880 2,880 
Northern + . . . . 4,525 6,500 11,025 rf ‘ 11,025 11,025 
Southern * . . ‘ . 7,787 3,500 11,287 , 3,600 7,687 11,287 
TOTAL «+ -: 1 se : 64,693 20,000 84,693 24,142 60,551 "84,693 








(Source.—Indo Burma Petroleum Company Ltd.) 
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ANNEXURE 5(a) 
TABLE 7 
Estimates of Demand for Explosives by 1978-79 as prepared by LDL Chemicals 
(Explosives in tonnes) 


























: 1975-76 

Production SS ———— 

PSD LD NPSD . Total 

See a be wh tas eee ee ae ee ge 
Coal 99 MT - : ¢ . : : : "19800 4600 700 25100 
Lignite 4-2 MT ’ : . : . 300 7 300 
Tron 41:30) MT “ : we : 3400 1750 5150 
Mangenese 1:70) 
ee] 29-00 MT - : 7 : 7 ' 1750 1700 3450 
Dolomite 
Copper Metal 18000 : : ‘ . : ° 60 1340 1400 
Gold - : : : . : . ‘ 350 350 
Zinc Ore 680429 - : é . : : 700 700 
Mica 13000 - ‘ . : . 7 ‘ . 340° 340 
Uranium ‘ : : 8 : : 280 . 280 
Aluminium ern 0 27 MD : : . ' 175 175 
Sundry Mine : : : : : 400 400 
TOTAL MINES - ' : . : : ' 19800 10110 7800 37710 
DGBR : : . : 1500 1500 
Major & Minor irrigation, Hydro Electr, Road; . 
Railways & Other Projects - 190 9000 9190 
Total Non-mining . : : : : ‘ma 190 10500 10690 
GRAND TOTAL : : : : : 1 19800 10300 18300 48400 





A rere 





ANNEXURE 5(a)—(Contd.) 
TABLE 7—(Contd.) 
(Explosives in tonnes) 


tN er a a nee eng n 




















1976-77 
Production —_—— a = 
Target PSD LD NPSD Total 
So a al 6 _ 7 8 ___9 10 
Coal ‘ c . . . , 7 ‘ 108 MT 21425 5400 700 27525 
Lignite - . ‘ : . : . . 4-6 MT 400 400 
lron : : . ‘ : ‘ . : 46 MT 4125 1850 5975 
Mangenese + : ; ; : . : 2:0 MT 
Ba | : : : : : : . 35 MT 2100 2050 4150 
Dolomite 
Copper Metal . ° . , . : 25000 . 100 1900 2000 
Gold - ‘ . . : . . : 350 350 
Zine Ore . z ‘ 7 : : 800 800 
Mica + : : : . . : . 360 360 
Uranium : ¢ : : : : . 310 310 
Aluminium Gesuilies (1°27 eM) . . . 225 225 
Sundry Mine - : . é . 400 400 
TOTAL Mines : : 7 y : : ; 21425 12125 8945 42495 
DGBR ; : eh we 1600 1600 
Major & Minor iirtgatlbn: iva Electric, Road er 300 10500 10800 
Railways & Other projects. : : é 
Total Non-Mining ° : " : : os 300 12100 12400 
GRAND TOTAL . : ‘ 7 . 21425 12425 21045 54895 











Note.—-PSD—-Permitted Small Diameter. LD : Large Diameter, NPSD : Non-permitted Small Diameter, 
(Source : IDL Chemicals Limited), 
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ANNEXURE 5(a}—Contd. 



































TABLE 7—-Contd. (Explosives in tonnes) 
1977-78 
Production Se eee ee ae 
Target PSD LD NPSD Total 
a ee 
Se ee ee ee ee 
Coal) 8: em ee ee 120 MT 28775 6875 700 33350 
Lignite - ; . 5 . : . . 5-1 MT $50 550 
Tron et ~ © + $1 MT 
Mangenese - . ’ : , ne, 2-4 Mr) are ni rae 
Bolomte | 43 MT 2650 2530 5180 
Copper Metal . : . . . , 34000 150 _ 2550 2700 
Gold: : : : : U A 375 375 
Zine Ore : . ‘ ‘i : 3 ¥ 920 —C- 920 
Wibae ao oR Os. Bee Ok 425 425 
Uranium . ‘ : ; 350 350 
Aluminium ania (1:27 7 MT) os ee 285 285 
Sundry Mine - . , i 400 400 
RY ee ele toe ce ek at a a ee 
TOTAL MINES - . ‘ : . : 25775 14625 10510 50910 
$e 
DGBR ‘ . ‘ 1800 1800 
Major & Minor irrigation, Hi do Bieri, Road, 
Railways & Other projects. ‘ 450 12500 12950 
Total Non-mining - . . . . . 450 14300 14750 
GRAND TOTAL . , . ‘ ‘ 25775 15075 24810 65660 
nn 
ANNEXURE 5(a)—(Contd.) 
TABLE 7—(Contd.) hs 
(Explosives in tonnes) 
; 1978-79 
Production et 
Target PSD LD NPSD Total 
peas oe eee 
a na: 
Coal : : : . ’ . . . 135 MT 31725 8250 700 40675 
Lignite - . % . , ‘ ‘ . 6 MT 700 700 
Tron . . : . . . . . 58 MT) 
Mangenese > -  ¢ + + + 3 MT} 5250 2100 7350 
Limestone : 
Dolomite } . 3 : : 53-2 MT 3275 3075 6350 
Copper Metal . . : . : . 45000 200 3300 3500 
Gold - . : . . i : . 400 400 
Zinc Ore rr 100000 1100 1100 
d tal 
sles ie he sae te tle Rae | Se 500 500 
Uranium : . . . 400 400 
Aluminium Gia iess (1:27 7 MT) sf os (Metal) 360 ae 
Sund 400000 
umdry 
Mine } 400 400 
Segoe, aie Oe es 
TOTAL MINES - . . . : ‘ 31725 17675 12335 61735 
a 
DGBR : . . 2000 2000 
Major & Minor Irrigation, Hydro Electric, Road, 
Railways & Other projects. 600 15000 15600 
some dias sabe sc ee eee 
Total Non-mining - . . . . . 600 17000 176000 
Se ee et hss jt eee ee Ole es ee 
GRAND TOTAL : : 7 ‘ ‘ 31725 18275 29335 79335 
Bee oP ep oh 8 ee AF ig ne Be a ee 


Note._PSD—Permitted Small Diameter. LD—Large Diameter. NPSD—Non-permitted Small Diameter. 
(Source : IDL Chemicals Limited) 
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ANNEXURE a) 


TABLE 8 
Estimates of Demand for Explosives by 1978-79 submitted by Narendra Explosives Ltd. 





























1972 (actual) 1978-79 (estimated) 

Mineral oe —— 
Quantity Consump- Tonnes Quantity Tonnes Requite- 
raised tion of explosives targetted explosives ment of 
(Million explosives usedform. ‘to beraised required explosives 
tonnes) (Tonnes) tonnes mine- Million - per M.T. (Tonnes) 

ral raised . tonnes) ees 
Coal/Lignite . . .. . 79 14,000 77:2 147 274 40,300 
Iron Ore/Magnanese « . . 32 3,650 ‘108-6 ers 108-6 7,550 
us 1:6 . 
Limestone/Dolomite -  - + 27 3,180 118 53-2 122 6,500 
Bauxite + + + + + 1-66 250 151 2:65 151 400 
Copper Ore ' . ‘ . 0-87 625 718 6 833 5,000 
(eqv. to (eqv. to 
10,400 tonn- 57,000 tonn- 
; ¢s Copper) ¢8 Copper) 
Lead/Zine - Of 5 . ., 0:3. 216 720 2:4 720 1,700 
Gold = + + +  * 0-6 355 392 0-64 592 380 
Mica» + f + + 5 0-014 238 21,300 0-015 21,300 320 
Other minerals - . . . . 719 ~ 3 os -1,000° 
TotalMining + + + - a 23,293 a " 63,150 
= a ea 
Non-mining® - + «© + - 13,400t % § ss 20,000 
GRAND TOTAL ‘ . . a 36,693 ai we ae 83,150 





*As estimated by IEL. 
$1972-73 
(Source: Narendra Explosives Ltd.) 
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ANNEXURE 7 
Cost of Production and Profitability 














I Year Il Year Il Year IV Year V Year 
PRODUCTION (Tonnes) . : : : 10000 12000 12000 15000 20000 
Sales - . . . . . . . 9000 12000 12000 15000 20000 
(Figures in Rs. lakhs) 
I. INCOME 
Sales Value . . . . . . 450-00 600:00 | 600-00 750-00 1000-00 
Ul. EXPENDITURE 
(a) Material - . : . . . 385-00 462:00 462.00 577-50 770-00 
(b) Salaries and Wages . ‘ ‘ ‘ 10:00 10-00 10-00 15-00 15-00 
(c) Stores and Spares . : . ‘ 1:00 1-00 1:00. 2-00 2-00 
(d) Power, Fuel and Water - ‘ ‘ . 0:33 0-33 0-33 0-50 0-50 
(e) Repairs and Maintenance - . . 2:40 2:40 2-40 3-60 3°60 
(f) Depreciation . . . : . 17-25 17-25 17-25 17°25 17°25 
(g) Interest . . . . . . 34-20 35-94 37-19 34-49 34-82 
(h) Royalty . ' : ‘ . . 14-80 17°76 17-76 22:20 29:60 
(i) Other Overheads - + | st 5-00 5-00 5-00 | 6-00 6-00 
(j) Administrative Overheads = - : . 10-00 10:00 10-00 12:00 12:00 
(k) Selling and Distribution: . . . 10-00 10-00 10-00 14-00 14-00 
TOTAL EXPENDITURE - ‘ . 489-98 571-68 572-93 104° 54 904:77 
Stock Adjustments + —- . . . : (42-15) 0-90 La (0-04) 1:14 
Profit before tax + . : : . . +-2°17 27-42 27:07 45°50 #94°09 
Investment Allowance - : . : . (43-13) oe a se ie 
Tax Provision . : : : ‘ : es “A es ee 46-88 
Provision for Dividends - . . . : at an 9-60 9-60 9-60 
Retained Profits - ‘ : . . : (40-96) 27°42 17°47 35-90 37°61 
Cumulative Retained Profit - . sos (40-96) (13-54) 3-93 39-83 77:44 | 
aaa oe 1 ,_ 


*In the 4th and 5th years there will be necessity of addition of certain balancing equipment details of which can 
be worked out only after obtaining basic engineering data.’ The cost of production may also go up due to 
increase in raw material cost and wages details of which will be worked out while making DPR. 


ANNEXURE 8 
BREAKEVENANALYSTS ; 
Production - . . . - : . . . . . . 12,000 t.p.a. 
(Figures in Rs. lakhs) 

Sales - ° . » . ° . . . . . . . 600-00 
Variable Cost: 
Raw material a a a : 462-00 
Power & Water . * ° * . e . ° . . Py 0:33 
Royalty . . . . . . . . . . . . 17°76 
Selling & Distribution - ‘ ‘ . . . . . 5:00 

485-09 
Contribution . . : ’ . . , . : . . 114-91 
Fixed Cost : 
Salaries & Wages - . . : . ‘ . . . . * 10:00 
Stores & Spares «+ - °* © © *© %8© 8 «# «© 6 1-00 
Repairs & Maintenance . . . . . . . . . 2°40 
Depreciation so a * . 17°24 
Interest . . . ' . . . . . . . . 35+94 
Overheads . . 7 » . . ° ° e . ° 15-00 
Selling & Distribution - . . . ° . . . . . 5:00 

86-58 


Total Fixed Cost 
Breakeven = 86-58 = =75+34e 
114-91 
OR 9040-8 tonnes of explosives 
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No. 2/12/75-M() 
GOVERNMENT OF INDIA 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
* DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of an application under Section 22 of the Monopolies and Restrictive Trade Prac- 
tices Act, 1969; 


AND 


In the matter ot a proposal from Chowgule & Company Private Limited for the establishment of 
a new undertaking for the manufacture of Industrial Explosives. 


Chowgule & Company Private Limited (hereinafter referred to as the ‘applicant company’) 
made an application under Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 
(hereinafter referred to as the ‘Act’) for the establishment of a new undertaking in Karnataka for the 
manufacture of 20,000 tonnes per annum of Industrial Explosives valued at Rs. 10 crores. The cost 
of the project originall, estimated at Rs. 1.50 crores, was revised upwards to Rs. 2.40 crores during 
the pendency of the application which included Rs. 50 lakhs as working capital margin. The project 
cost is proposed to be finanved by issue of share capital and loans from financial institutions. The 
applicant ccmpany and/or its interconnected undertakings will be subscribing 40% of the equity 
capital cf the new company. 


2. The applicant company was registered on the 24th October, 1970 under Section 20(a)(ii) 
read with Section 26 of the Act and belongs to Chowgule Group. 


3. The applicant company advertised its proposal in the Newspaper/J ournal in accordance 
with the prescribed procedure and objections were received in this Department from I.D.L. Chemi- 
cals Limited, Hyderabaa. 


4. On the basis of the information available in regard to the demand and the likely availabi- 
lity by end of the Sth Plaa, it was not fully es:ablished that there was need for creation of additional 
capacity for Industrial Explosives, the Central Government accordingly came to the conclusion. that 
no order under Section 22(3) (a) of the Act could be made in this case without further enquiry. In 
exercise of the power ccnferred by clause (b)-of sub-section (3) of Section 22 of the Act, the Central 
Government referred the proposal of the applicant company to the Monopolies and Restrictive Trade 
Practices Commission (hereinafter referred to as the ‘Commission’) for further enquiry and report. 


5. In its Report, the Commission has recommended approval of the proposal of the appli- 
cant company subject to certain conaitions on the ground that the applicant company has an impres- 
sive record in industrial activity and is having important overseas contracts. The proposed project 
is closely alignea with applicant’ own iron ore mining business and because ot their long experience 
in iron ore mining and use of explosives, it would be able to use this expercise in finding out economical 
uses of explosives especially for open cast mining. The applicant company has a well developed 
R&D. The technology is being proposed to be imported from Du Pont who are one of the mest 
renowned in this fiela in the world. Moreover, the proposed technology is in keeping with the world 
trends in favour of Slurry Explosives. The location of project is in a backward areca of Karnataka 
and with 40% shareholding in Chowgules’ hands in the pew company, it will be a broad-based com- 
pany. The Commission’s recommendations are: 


(1) The applicant company should be allowed to set up the capacity for the manufcture of 
industrial explosives comprising one PRM unit of the capacity of 3500 to 4000 tonnes and 
two explosives units of the capacity of 3,000 tonnes each ana if the economies of the situa- 
tion so permit they should be allowed to work the PRM unit on two shifts and explosives 
urits in three shifts, subject to the maximum of 20,000 tonnes capacity; 


(2) The scheme of finance will be subject to the conditions imposed by the Department of 
Economic Affairs. The foreign collaboration agreement will be subject to the scrutiny 
by the Foreign Investment Board; and 


(3) There will be a provision for sub-licensing in the collaboration agreement and in giving 
the sub-licence Chowgules should give preference to a public sector unaertaking if the 
same is willing to get the sub-licence. The Government authority should take adequate 
precaution in this respect. 
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6. The Commission has also come to a finding that while there is no scope for licensing any 
additional capacity for industrial explosives to meet the projected demano in the Fifth Plan, there is 
scope for some licensing at this stage to meet the projected demand in the Sixth Plan pelicd, parti- 
eularly keeping in view the iniportance of this industry to the coal, iron ore and other vital national 
sectors. Based on the estimates made by the Planning Commission, Indo-Burma Petroleum Com- 
pany Ltd., and the Department of Coal, the Commission has assumed that in 1983-84, the demand 
is not likely to exceed 1,40,000 tonnes, for which, on the basis of 80° capacity utilisation, the licensed 
and installed capacity should be 1,75,000 tonnes. Taking the installed capacity that may be there in 
the beginning of the 6th Plan, the Commission has come to the conclusion that there would be a gap 
of 55,000 to 65,000 tonnes in the later period of the 6th Plan. 


7. After taking into consideration the above findings of the Commission and all the relevant 
factors, the applicant company was informed that its proposal could be considered subject to the 
following conditions: 


(1) Import of plant and machinery will be settled to the satisfaction of Government. 


(2) Import of raw materials will be permitted in accordance with the policy in force from 
time to time. ; 


(3) No foreign participation in the equity capital of the new company will be permitted. Other 
terms of foreign collaboration will be jettled to the satisfaction of Government. 


(4) Shares ot the new company will be listed on a recognised stock exchange in accordance 
with listing guidelines. 


(5) Loans from financial ins.itutions, if any, will be subject to the usual convertibility clause. 


(6) The aprlicant company i.e. Chowgule & Company Private Limited will maintain the 
equity debt ratio at 1:2 and net block debt ratio at 1:0.50 and if it is not able to do sc, it 
shall raise fresh capital from persons unconnected with Chowgule Group and convert 
itself into a public Limited company, 


(7) There will be a provision for sub-licensing in the foreign collaboration agreement on terms 
to be settled to the satisfaction of Government, and in giving the sub-licence, the new 
company would give preference to public sector undertakings. . 


A copy of the Commission’s Report dated 39-7-1976 was supplied to the applicant company 
‘and to the objectors who had disclosed their interest before the Commission/Government. 


8. A hearing in tecms of Section 29 of the Act was given to the applicant company and to the 
objectors. Besides the applicant compar, the representatives of the objector companies (1) M/s. 
IDL Chemical Limited and (2) M/s. Indo-Burma Petroleum Company Limited, attended the hearing. 
The representative of the Narendra Explosives Limited, another objector company was not present. 
The reprentatives of the applicant company conveyed acceptace of all the proposed conditions of appro- 
val except condition No. (6) mentioned in para 7 above. The reason adduced by the applicant com- 
pany was that it was merely acting as a promoter of a new venture and the conditions to be imposed. 
by the Government should be only on the new company. ' This stand of the applicant company was 
considered valid and condition No. (6) has been reworded as follows: 


“The new company will maintain the equity debt ratio at 1:2.” 


The applicant company has accepted this revised condition. The representative of the Indo-Burma 
Petroleum Company stated that there would be no demand for explosives upto the end of the 5th 
Plan period which will not be covered by existing licensed capacity. There may be some scope in the 
later half of the 6th Plan period for additional capacity and, as such, it was too early to approve any 
fresh capacity at the present stage and more so, when the objector company was capable of setting 
up fresh capacity that may be required to meet the demand. They stated that in case the Govern- 
ment desired to grant fresh capacity immediately, the objector company would be in a position to 
offer technology and know-how to it and that there was no need for importing any new technology 
from Du Pont. The representatives ot IDL Chemicals Limited, another objector to the proposal, 
stated that the targets of production of coal and iron ore have been reduced considerably and as such 
corresponding demand for explosives would go dowr. In the absence of any immediate demand 
and likely demand in the near future, small companies like IDL Chemicals and Narendra Explosives 
would be hit hard in the face of competition from giants like the applicant company. 


9. The Central Government has carefully considered the recommendations made by the 
Commission in its Report dated the 30th July, 1976, the submissions made by the applicant com- 
pany and the objectors at the hearing. The present capacity is 78,000 tonnes and taking into account 
the capacity sanctioned to other units such as Indo-Burma Petroleum Company Ltd., Narendra 
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Explosives Ltd., etc. the total capacity would be 1,18,000 tonnes. Adding the capacity of 20,000 
tonnes as per the present proposal, the total capacity would come to 1,38,000 tonnes which is not 
considered too high even taking into account the lower demand for explosives arising out of lower 
target for coal and iron ore production. There is thus a case for approving additional capacity of 
20,000 tonnes as per the present application and it would be expedient in the public interest to 


accord approval to the proposal of the applicant company subject to the conditions hereinatter sti- 
pulated in the Order: 


ORDER 


The Central Government, in exercise of its powers under clause (c) of sub-section (3) of Sec- 
tion 22 read with Scctior 54 of the Monopolies and Restrictive Trade Practices Act, 1969, hereby 
approves the proposal of Chowgule & Company Private Limited for the establishment of a new under- 
taking in Karnataka for the manufacture cf 20,000 tonnes per annum of Industrial Explosives on 
the basis of the scheme of finance as coniained in its application dated the 23rd August, 1975 under 
Section 22 of the Act and as modified during the hearing before the Commission, subject to the tcllow 
ing conditions :— 


(1) Import of plant and machinery will be settled to the satisfaction of Government. 


(2) Import of raw materials will be Lermitted in accordance with the policy in force from 
time to time. 


(3) No foreign participation in the equity capital of the new company will be permitted. Other 
terms of foreign collaboration will be settled to the satisfaction of Government. 


(4) Shares of the new company will be listed ona recognised stock exchange in accordance 
with the listing guidelines. 


(5) Loans from financial institutions, if any will be subject to the usval convertibility clause. 
(6) The new company will maintain the equity debt ratio at 1:2. 


(7) There will be a provision for sub-licensing in the foreign collaboration agreement on terms 
to be settled to the satisfaction of Government, and in giving the sub-licence, the new 
company could give preference to public sector undertakings. 


This approval does not constitute clearance under any other law for the time being in force. 


(Sd.) 
M.K. KUKREJA 
Joint Secretary to the Government of India. 
New DELHI, THE 
27th May. 1977 





REPORT UNDER SECTION 22 (3) (b) OF THE MONOPOLIES AND 
RESTRICTIVE TRADE PRACTICES ACT, 1969, IN THE CASE OF 
HINDUSTAN ALUMINIUM CORPORATION LIMITED, BOMBAY 
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MONOPOLIES AND RESTRICTIVE TRADE PRACTICES COMMISSION 


Report under section 22(3)(b) of the M.R.T.P. Act, 1969 in the case of — 
Hindustan Aluminium Corporation Limited for establishing a new undertaking for 
the manufacture of caustic soda, liquid chlorine, hydrochloric acid (commercial 
grade) stable bleaching power and benzene hexa chloride. 





CHAPTER I 
INTRODUCTION 


1-01 Hindustan Aluminium Corporation Limited (Hindalco), Century Bhawan, Dr. Annie 
Basant Road, Bombay 25 submitted an application unde: Section 22(2) of the M.R.T.P. Act, 1969 
on June 29, 1971 to the Government of India, Department of Company Affairs, fur grant of 
approval to establish a new undertaking to manufacture Caustic Soda and its by-products. The 
application was referred to the Commission by the Central Government, Department of Company 
Affairs, under Section 22(3)(b) of the M.R.T.P. Act, 1969, vide their letter No. 2(14) 71 M(M) dated 


October 1, 1971, for enquiry and repcrt. 


1:02 In terms Section 30(2) ci the M.R.T.P. Act, 1969, the Commission has normally to 
submit its report to the Central Government within three months. The date for the submission of 
the Report by the Commissicn to the Government had hewever to be extended on six occasions 


as shown belew :— 


Date of the Commission’s Extended date for submitting 
Order Report. 

31-12-71 15-5-72 

2404-72 . 30-8-72 

22-8-72 30-9-72 

25-9-72 15-3-73 

15-3-73 18-8-73 

17-8-73 31-8-73 


1-03 The above extensions were primarily necessitated on account of delays in the conduct 
of the interconnection study of the Birla Group though some time was also taken in collecting the 
necessary cata from the applicant Company, certain objectcrs and Government departments. Fven 
at the last stage, the date had to be extended to permit the applicant Company to file its reply to 
certain points raised by an cbjecting party at the public hearig of the case. 


' 1:04 The Central Government had referred certain apylications of Kesoram Industries 
and Cotton Mills Ltc., Gwalior Rayon Silk Mfg. (Wvg) Co. Ltd., Hindustan Aluminium Cor- 
poration Ltd., and India Linoleums Ltd. to the Commission for enquiry and report. The aforesaid 
companies had not admitted inter-connections inter se or with any other companies excepting their 
own cubsidiaries in terms of Section -2(g) of the Monopolies and Restrictive Trade Practices Act, 
1969. These companies had been included in the Larger House of Birlas by the Industrial Licensing 
Policy Inquiry Committee. Morecver, many of the products in respect ef which applicaticns were 
made by these companies were also being produced by other companies ip the ‘Birla Group’. 


1:05 The question of inter-connection is a very vital question in the consideration of matters 
arising under Chapter IIL & IV of the M.R.T.P. Act. For determining whether an undertaking is 
a dominant produce: in any commodity or product, one has to take into account not only the output 
of the applicant company or undertaking but alsc the outputs of its-inter-connection undertakings. 
That is the reason for which Section 26 of the Act requires all inter-connection undertakings to register 
themselves with the Government. The Commission, therefore, considered it essential to go into 
.the question of inter-ccnnection of the aforesaid companies with certain cther companies in the 
so-called Birla House. Such a study was also considered necessary for ascertaining at least in an 
approximate way the degree of concentration of economic power that the applicant Companies, 
together with their inter-connected Companies, enjoyed. It was, therefore, initially decided to go 
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into the question of (including the applicant companies) and the Direcicr of Investigation was directed 
on 2Ist December, 1971 to undertake the study. 

1. Kesoram Industries & Cotton Mills Ltd. 
Birla Jute Manufacturing Company Ltd. 
. Gwalior Rayon Silk Manufacturing (Wvg.) Company Ltd. 
Hindustan Aluminium Coiporation Ltd. 
. Jiyajee Rao Cotton Mills Ltd. 
. Century Spinning and Manufacturing Cc. Ltd. 
. Sirpur Paper Mills Ltd. 
. Orient Paper Mills Ltd. 
Mysore Cement Ltd. 
10. Hindustan Motors Ltd. 


1-06 Asa result of certain initial inquiries in the case of Century Spinning, the Commission 
subsequently directed the Director of Investigation to enlarge the score of the inter-conrection study 
so as to include Bharat Commerce and Industries Ltd. and Zuari Agro Chem‘cals Ltd. 


ee ee 


1:07 During the course of the investigations when summonses under Section 12 of the Act 
were issued to the Principal Officers of these companies asking for certain information, most of these 
companies took up a concerted stand and, questioned the jurisidiction of the Commission to ask 
for such information. These legal contentions led to several personal bearings before the Commission 
and in some cases writ petitions before the Delhi and Calcutta High Courts. Two sets of summonses 
were issued to Hindustan Aluminium Corporation Ltd. on November 27, 1972 and December 18, 
1972, seeking some information. Apart from raising legal objections, an objection was also raised 
by the Company regarding the relevance of the information asked for. It was, however, submitted 
that the Commission may assume for the limited purpose of dispoal of its application pending tefore 
the Commission that the applicant Company is ‘inter-connected’ as alleged and further enquiry may 
be proceeded with on the assumption that the Company is inter-connected with other concerns 
stated to be bulonging to the ‘Birla Group of Companies’ in the (Dutt) Licensing Inquiry Committee 
Report. 


1:08 The Commission passed an interim order on February 28, 1973 stating that it was no 
possible for the Commission to proceed on the basis of any assumption for the purposes of submitting 
its report to the Central Government. The petitioner Company was, however, at liberty to amend 
its application under Section 22 in the form prescribed under the Monopolies and Restrictive Trade 
Practices Rule, 1970, so as to state the names and addresses of all the inter-connected undertakings. 
The applicant Company subsequently amended its application filed before the Government and 
submitted to the Commission a copy of its amended applicant dated April 5, 1973. It has been 
stated in the revised application that considering the provisions of law the applicant Company is 
not interconnected with any company except those mentioned in its original application. However, 
purely with a view to facilitating and expediting the disposal of the application, the applicant agrees 
for the limited purposes of the disposal of the present application, that it may be assumed that the 
applicant Company is inter-connected with the following companies :— 


1. Kesoram Industries & Cotton Mills. Ltd. 

Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd., Gwalior. 
. Birla Jute Manufacturing Co. Ltd. 

. Jiyajeerao Cotton Mills Ltd., Gwalior. 


. Century Spinning and Manufacturing Co. Ltd., Bombay. 
Sirpur Paper Mills Ltd., Sirpur, Kagaznagar. 

Orient Paper Mills Ltd., Brajrajnagar. 

Mysore Cements Ltd., Bangalore. 

. Hindustan Motors Ltd., Calcutta. 

. Bharat Commerce & Industries Ltd., Delhi. 


wp we rN aAnp wn 
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11. Bally Jute Co. Ltd., Calcutta. 
12. Birla Cotton Spinning and Wvg. Mills Ltd., Delhi. 
13. National Engineering Industries Ltd., Jaipur. 
14. Sutlej Cotton Mills Ltd., Amritsar. 
15. Zuari Agro Chemicals Ltd., Zuarinagar, Goa. 
_ 16. Bharat Produce Co. Ltd., Calcutta. 
17. Birla Company (P) Ltd., Bombay. 
18. Birla Bros. (P) Ltd., Calcutta. 
19. Birla Gwalior (P) Ltd., Calcutta. 
20. Birla Consultants (P) Ltd., Bombay. 
21. Birla Builaings Lta., Calcutta. 
22. Eastern India Services & Marketing Co. Ltd., Calcutta. 
23. Punjab Ginning & Pressing Co. Ltd., Calcutta. 
24. Shree Services & Trading Co. Ltd., Calcutta. 
25, Sutlej Cotton Mills Supply Agency Ltd., Gwalior. 


1:09 In the meanwhile, the Commission also. received the Final Report prepared by the 
Director of Investigation on the question of Interconnection. In view of .he submission made by 
the applicant Company to the Government in its amendment to the application, the Commission 
decided not to proceed further in the matter of interconnection, as it was satisfied that the form of 
amendment made by the applicant company is sufficent for the purpose of disposing of the company’s 
present application. Accordingly, the Commission decided to conside: the application in the light 
of the above amendment.* 


Applicant Company 


1-10 Hindalco was incorporated as a public limited company at Bombay in 1958. In terms 
of existing licensed and installed capacity and also actual production, it is the largest aluminium 
undertaking in the country. Morecver, since its inception it has expanded considerably. According 
to the Economic Times**, Hindalco ranks twelfth among the top 101 companies in the piivate sector 
in India. 


1-11 Hindalco’s production plant went on stream in 1962 with a capacity of 20,000 tonnes 
per annum of primary aluminium and fabrication facilities to the extent of 15,000 tonnes. In 1963, 
Hindalco got an industrial licence to raise its capacity to 60,000 tonnes of primary metal and fabri- 
cation facilities of 37,000 tonnes per annum. In December, 1966 it was permitted to expand its 
capacity of primarily metal further to 1,20,000 tonnes per annum with the stipulation, among other 
things, that the envisaged expansion “‘shall be effected within 36 months from the date of issue of 
the industrial license.” According to the applicant company’s Annual Report for 1972: “The 
company completed its first stage of expansion about the middle of last year, increasing the installed 
capacity from 80,000 to 95,000 tonnes per year.......... The remaining expansion which would 
increase the capacity to 1,20,000 tonnes per year is under construction.” 


1-12 Hindalco has two broad divisions, namely, the main plant for the manufacture of primary 
aluminium and the second one for the manufacture of fabricated products. In the latter case, 
the licensed capacity at 37,000 tonnes per year has remained unchanged since 1963. Apart from 
the present case of caustic soda, Hindalco has made an application for the expansion of fabrication 
facilities corresponding tc the increase in the capacity of the primary aluminium (from 60,000 tonnes 
to 1,20,000 tonnes) which is still under the consideration of the Government. 


*For further details regarding the interconrection investigation and the problems that arose, see the Commis- 
sions Report in the case of Kesoram Industries and Cotton Mills Ltd., submitted to the Government on 21-6-1973, A 
copy of the Final Report of the Director of Investigation is also enclosed with it. 


**Finances of 101 Giant Public Limited Companies in the Private Sector: 1971-72, The Economic Times, Febru- 
ary 24, 1973. p.6. i 
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1-13. Data regarding production since 1965 are given in Table I]. These indicate that between 
1965 and 1970, Hindalco’s overall production increased a little over thrice. However, since then, 
the annual overall production has remained more or less stagnant at about 78,000 tonnes. 


TAasBLe I 


Annual Production of Hindalco 
(In Tonnes) 














Year Alutnina Primary Rolled Extensions Properzi 
Aluminium Products Rods 

19962 © ee 3,375 8,333 

1963 - : : : : . 39,040 22,138 ef 
1964 - : . . . . 43,294 22,880 Mi 6,623 
1965 - . . : iy . 50,426 25,243 1,068 1,549 8,000 
1966 - . : : : . 47,273 40,566 7,968 2,331 7,602 
1967 * : . ‘ 65,472 43,614 8,969 2,429 11,988 
1968 - : . ‘ . : 130,333 59,707 - = 9,636 2,614 18,026 
1969 - - . : . . 153,250 72,231 11,162 2,980 20,868 
1970 - B . , . ‘ 108,818 78,191 15,922 4,041 23,264 
1971 + : . : : : 166,122 78,002 17,077 5,148 24,027 
1972 - : ‘ . : : 165,780 78,503 17,670 5,648 23,910 





Source: Hindalco Journal, Summer—1973. 


{-14 The main reason for the inadequate utilisation of increased capacity is said to be inade- 
quate power supply. According to the applicant's latest annual Report. “The working during the 
year (1972) was seriously affected due to the perennial power shortage combined with the serious 
drought conditions as a result cf which a 25 per cent power cut was imposed on the plant by the 
U.P. State Electricity Board since August, 1972. (This was increased to 40 percent during February, 
1973 and further increased to 50 per cent from March, 1973, the effect of which will be reflected during 
the current year).” The Company is also involved inja dispute with the U.P. State Electricity Board 
regarding the electricity tariff. 


1-15 It appears that for some time the Company may have to put up with the inadequacy 
of power supply. Because of this difficulty, it is making efforts to expand its own power generation 
capacity. It has been stated in the Annual Report for) 1972 that “for permanent supply of power 
for the expanded capacity, Government had permitted the company to instal a 110 MW Thermal 
‘Set but desired the company to submit a proposal for installing a higher capacity generating set to 
enable the company to release the 55 MW of power being supplied by UPSEB. The Company 
accordingly has submitted a proposal to Government for permission to install a 250 MW bleeding 
turbine which is in line with the Government's latest concept of large installation of captive power 
stations with the ‘total energy concept.’ ” 


Dominance of Hindalco in Aluminium Industry 

1:16 There are five aluminium manufacturing units in the country of which four aie in the 
privace sector and one in the public sector. The public sectcr unit has just commenced the production 
of alumina. In Table II data about the production of aluminium and fabricated products of the 
four units in the private sector are given. It will be seen that, in respect of both primary aluminium 
and fabricated products, Hindalco has a dominant position; it accounted for more than 37% of the 
total production in all the categories of aluminium during 1970-72. 
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Subsidiary Companies 


1-17 The applicant company has two subsidiaries which are entirely owned by it. They are 
Minerals and Minerals Ltd. and Renusagar Power Company Limited. The former is concerned 
with the mining of bauxite, and the latter with the generation of power. The products of both are 
sold to the parent company. 


Financial Structure 


1:18 The net fixed assets (including construction work under progress) of Hindalco as on 
December, 31, 1972, were valued at Rs. 35,90 crores. The current assets, loans and advances stood 
at 27,04 crores and current liabilities and provisions were Rs. 8,72 crores. The total working capital 
of the company amounted to Rs. 18-32 crores. 


1-19 The total capital employed works out to Rs. 54:22 crore which has been financed by 
share capital to the extent of Rs. 15-04 crores, reserves and surplus Rs. 28-21 crores and loans (less 
investments of Rs. 4-04 crores) Rs. 10-07 crores. It may be noted that the reserves and surplus are 
almost double the share capital. The debt equity ratio is 1:1. These data indicate that the present 
financial position of Hindalco is very sound. 


1-20 Hindalco made a beginning with a paid up capital of Rs. 15 lakhs which increased to Rs. 
15-04 crores by the end of December, 1972. The details of authorised, issued, subscribed and paid 


up capital are given below :— 





Authorized As on December 31, 1972 
1,20,00,000 Equity Shares of Rs. 10/- each . 12,00,00,000 
2,50,000 9% Free of Company’s tax but subject to deduction of taxes at source at 
the prescribed rates, Redeemable Cumulative Preference Shares of Rs. 100/- - 
each. 2,50,00,000 
2,50,000 9-3% of Company’s tax but subject to deduction of taxes at source at the 
prescribed rates, ‘B’ Redeemable Cumulative Preference shares of 
Rs. 100/- each . : : : , , : : . : 2,50,00,000 
30,00,000 Unclassified shares of Rs. 10/- each | - ‘ 3,00,00,000 
20,00,00,000 
Issued 
1,00,45,916 Equity Shares of Rs. 10/-each = : ‘ . . . . . 10,04,59,163 
2,50,000 9% Free of Company’s tax but subject to deduction of taxes at source at 
the prescribed rates, Redeemable Cumulative ius sous Shares of Rs. 100/- 
each. 2,50,00,000 
2,50,000  9-3% Free of Company’s tax but subject to deduction of taxes at sourceat 
the prescribed rates, Bw Redeemable Cumulative Preference shares of Rs. 
100/- each 2,50,00,000 
15,04,59,163 
Subscribed and Paid-up 
94,45,916 Equity Shares of Rs, 10/- each fully paid up 9,44,59,163 
Less: Face value of shares forfeited 60,500 9,43,98,663 
6,00,000 Equity Shares of Rs. 10/- each fully paid up issues pursuant to a contract 
for consideration other than cash 60,00,000 
2,50,000 9% Free of Company’s tax but subject to deduction of taxes to source at 
the prescribed rates, Redeemable Cumulative Preference Shares of 
Rs. 100/- each fully paid up in cash. * 2,50,00,000 
Less: Face value of Shares forfeited 27,000 2,49,73,000 
2,50,000 9-3% Free of Company’s tax but subject to deduction of taxes at source 
at the prescribed rates “B’ Redeemable Cumulative Preference Shares of 
Rs. 100/- each fully paid up in cash. 2,50,00,000 
15,03,71 ,663 
Less: Calls in-arrears due by Others (under reconciliation) 4,000 
15,03,67,663 
Add: Forfeited Shares Account (Amount paid up) 29,875 








15,03,97,538 
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Shareholding Pattern 


1-21 At the end of 1971, the equity share capital was Rs. 803,18,930 consisting of 30,35,943 
shares of Rs. 10 each. During the year 1972, 20,07,973 equity shares of Rs. 10/- each were issued as 
benus shares. Thus, the equity share capital as on December 31, 1972 was raised to Rs. 10,08,98,663. 
The Director of Investigation in his Final Report on Birla Interconnection has made a broad analysis 
of the shareholding pattern of Hindalco as on December 31, 1971. A summary of the analysis made 
by him is given below, while details are presented. in Appendix I. 





Number of Percentage 
Shares 
(i) Financial Institutions: 
LIC/Financia} Institutions/Nationalised Banks/Insurance 
Companies . : . . . . 3,57,798 445% 
(iit) Birla Group : 
Members of the Birla Group alongwith their relatives * 2,75,368 3-43% 
Intercorporate Investments controlled by tha Birla Group ° 19,56,651 24°34 
Shares controlled by the Birla Group though registered in 
the name of trusted employees/banks/registered societies/ 
trusts along with reasons indicating control : . -  3,17,015 3:94% 
25,49,034 31-71% 


(iii) Foreign Collaborators : 
M/s. Kaiser Aluminium & Chemicals Corporation (USA) + 19,82,530 
(iv) M/s. Kaiser Aluminium & Technical Service inc. (USA) -  1,60,800 


21,43,330 26-67% 











1-22 The above data indicate that the voting power controlled by the Birla Group is 31-71% 
of the total. The two foreign collalorators have given prexies in favour of S/Shri G.D. Birla and A.V., 
Birla at the annual general meetings of the company held on June 5, 1970 and June 7, 1971. Thus 
including the equity shares of the two foreign collaborators, the voting power at the disposal of the 
Birla Group works out of to 58-38 °%. 


Foreign Collaboration 


1-23 The applicant company has entered into forcign collaboration agreemems with two 
companies for getting technical know-how and advice on a continual basis. The details of the agree- 
ments entered into with these two companies as reported by the applicant company are as under : 


“With Kaiser Aluminium & Chemical Corporation for Technical know-how, consisting of processes 
and operating reports, and a large quantity of other confidential material relating to the 
technology of the aluminium industry with full and exclusive right to use the same within 
the Unicn of India. In consideration of the transfer and assignemer:t of the Know-how 
property, the Company issued and allotted to the said Kaiser Aluminium & Chemical 
Corporation 4,60,000 Equity Shares of the face value of Rs.10/- each Credited as ful- 
ly paid up. 


“With Kaiser Aluminium Technical Services Inc. for Technical Advice to the Company and 
for assisting the Company in operating the Plant including aluminium fabrication by their 
qualified technicians and engineers and for supply of information for a period of 20 years 
on all Technical matters. As consideration for these services, the Company issued and 
alictted to the said Kaiser Aluminium Technical Services, Inc. 1,20,000 Equity Shares of 
Rs. 10/- each credited a» fully paid up”. 


1-24 As on Decembei, 31, 1971, Kaiser Aluminium and Chemical Corporation and Kaiser 
Aluminium and Technical Services Inc. held 19,82,530 and. 1,60,800 equity shares. The shares of the 
two companies together accounted for .......... as already mentioned, 26-67 percent of the equity 
capital of the company. The agreement provides for the participation of the foreign collaborators 
in any fresh issue of capital. The Company has stated in its application under Rule 6 of the MRTP 
Act, that “in any issue of fresh capital they (the two existing foreign collaborators) will have the option 
to participate to the extent of 26 per cent of the capital involved”. 


37—~10 M of LJ&CA/ND/79 
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Research and Development 


1-25 The applicant has reported that the R & D unit of the Company was started in 1963. 
The main jobs being looked after by the R & D department are as under : 


“@) To give technical advice to our customers in selecting proper material and guidance about 
equipment and proper process; (ii) To promote new uses of aluminium in place of other 
scarce non-ferrous metals and special steels (iii) To develop new products and improve 
processing techniques in aluminium (iv) Quality control of aluminium products; (v) Subs- 
titution of imported materials and components (vi) Cost reduction by control of inputs 
and (vii) Utilisation of metallurgical wastes.” 


1-26 On being asked to furnish data relating to annual expenditure on R & D, the applicant 
stated that until 1970 the break-up of such expenditure was nct maintained separately. In 1970, 1971 
and 1972 the expenditure incurred on R & D amounted to Rs. 1-88 lakhs, Rs. 2-31 lakhs and Rs. 2-74 
lakhs respectively. The number of persons exclusively engaged in R & D Work is 10, eight degree 


holders in metallurgical engineering and two science graduates. This strength has remained more 
or less unchanged since 1965. 


1-27 The Company has further stated that it “has also contributed from time to time various 
amounts to Birla Institute of Technology and Science, Pilani, a leading institute for scientific research 
in the country to which various problems relating to the industry and arising in the course of Com- 
pany’s business are from time to time referred by our Research and Development Department”. 


1+28 It has been mentioned in the annual reports for 1970, 1971 and 1972 that Hindalco made 
a contribution of Rs. 20 lakhs to the Birla Institute cf Technology and Science, Pilani. The applicant 
has stated that “the contribution is not againstany particular research and development work”’. 


Public Hearing 


1:29 The public hearing on the applicant Compnay’s case was held on August 9, 1973, and 
August 18, 1973, primarily to give an opportunity to the applicant and the objector (Kanoria Chemicals . 
and Industries Ltd.) to clarify their position on some points such as the inadequate supply of caustic 
soda to Hindalco, the alleged breach of contract by Kanoria Chemicals and Industries Ltd., the present 
position and future prospects of supply of and demand for caustic soda, and the possible impact 
of Hindalco’s proposed caustic soda plant (if and when established) on Kanoria Chemicals and 
Industries Ltd. and also to examine Whether Hindaleo’s proposal was in the public interest. The 
information furnished at the Hearing by the applicant Company. Kanoria Chemicals and the Govern- 
ment representatives has been incorporated at appropriate places in the body of the Report. 


CHAPTER II 
THE CAUSTIC SODA INDUSTRY 


Chior-Caustic Industry —Growth 


2:01 The caustic soda industry or the Chlor-Caustic industry to give it its proper name is 
an important part of modern chemical industry. Caustic soda is an impcrtant input in a number of 
industries such as paper and pulp, rayon, textiles, soap and aluminium. Its co-product chlorine is 
also used for the production of hydrochloric acid, bleaching powder, PVC, BHC, DDT etc. As a result 
of these various uses. the industry has to develop rapidly in an industrialising economy. 


2:02 The industr, has first established in Indian in 1941 when two units with a capacity of five 
tonnes each per day were set up. There has been substantial expansion of the industry since then and 
specially since 1950. At p-sesent there are 29 units producing caustic soda in the country. 


2-03 As a consequence of this continuous increase in domestic capacity, the imports of caus- 
tic soda have progcessively, declined. While in 1950-51 imports accounted for about 64% of the total 
supply of caustic soda in the country, the imports ceased to be of any significant importance by 1968-69. 
As a result of the increase in demand since 1970, and the domestic supplied not having kept pace with 
such demand, there have beem some marginal imports during the last few years. in the earlier stages 
of the industry, the size of the unit was small, ranging between 3,000 and 9,000 tonnes per annum though 
some units of even smaller sizes were established. It has, however, increasingly come to Le realised 
that units have to be much larger if they are to be economical and efficient in this line of production 
and there ha. therefore been a tendency for the existing urits to expand their capacity. 


2:04 Data about installed capacity and production for the years 1961 to 1972 are given in the 
following table :— 











TABLE TEE 
Year No. of - Installed Capacity Actual Production Capacity 
Units Utilisation 
“000” Percentage ‘000’ Percentage | 
Tonnes AnnualIncrease Tonnes Annual Increase 
(1) (2) (3) (4) (5) (6) (7) 
1961 . : ’ . NLA. 124 ae 118 ee 95 
1962 ' ‘ . é NA. 427 2:4 124 5-1 98 
1963 ‘ 3 : : N.A. 188 48-0 152 22:5 81 
1964 7 : . , N.A. 152 34-0 184 21:1 73 
1965 : . ’ . 25 269 6-7 215 16°8 80 
1966 . ‘ . . 25 296 11:0 231 7:4 73 
1967 : : , . 27 348 17:6 259 12-1 74 
1968 . : . : 28 367 5+4 295 13-9 80 
1960 . : : : 28 367 0:0 338 14-6 92 
1970 . ? ‘ 2 28 367 0-0 357 5:6 97 
1971 . . : ‘ 28 374 1:9 369 3°4 99 
1972 . . . . 29 428 14:4. 391 6:0 91 





N.A.—_Not available 
Source:— (i) DGTD 
(ii) Ministry of Petroleum and Chemicals 
(iii) Times of India Directory 
(iv) Tariff Commission Report on the Fair 
Salling Prices of Caustic Soda, Chlorine, Hydrochloric Acid and Bleaching Powder, 1967. 


These data show that utilisation of the capacity has been very high in this industry, always 
exceeding 70°% usually 80% and in some years 90%. The utilisation has been above 90% in all the 
years after 1969. 


2:05 The targets for the Fourth Plan for the production of caustic soda was five lakh tonnes. 
This was revised downwards to 4-4 lakh tonnes in the Mid-Term Appraisal. Because of the slow 
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development of capacity in the industry, shortages developed in the latter half of 1970. The Deve- 
lopment Council for Inorganic Chemical Industry, thereic1e, appointed a Ccmmittee to examine the 
problem. Onthe basis of its report, attempts were made by Government to increase the licensed 
capacity in the industry. A Press Note was issued by the Ministry of Petroleum and Chemicals on 
March 31, 1971, inviting applications for undertaking the production of caustic soda. On the basis 
of the applications received, a number of licences and Letters of Intent have been issued and further 
applications are still under consideration. While the actual production in 1972 of caustic scda was 
3-91 lakh tonnes, the installed capacity had increased to 4-4 lakh tonnes by June, 1973. It is esti- 
mated that the production in 1973 will probably be 4-2 lakh tonnes. It is further estimated that the 
capacity installed would reach 5.41 Jakh tonnes by the end of the Fourth Five Year Plan. 


Demand and Supply 


2:06 It has already been indicated cailier that caustic soda is a major raw material vitally 
important for the growth of several industries like textiles, paper and pulp, rayon, vanaspati, soap 
and eluminium. Therefore, the demand for caustic soda is ditectly 1elated to the progress of these 
industries. In view of the fact that almost all these industries have grown at a fairly fast rate during 
the past two decades, the demand fcr caustic soda has also gone up sutstantially. The domestic 
availability (domestic production plus imports) which may be said to correspond to the domestic 
demand has inereased from 34,000 tonnes in 1950-51 to 3-89 lakh tonnes in 1971-72. (See Table 
below). This shows an average annual rate of growth of 49:6%. However, it appears that in recent 
years the rate of increase in demand has declined. Thus, between 1960-61 and 1971-72, the domestic 
supplies have increased only by 16-3°%% per annum. During the past four years, é.c. from 1968-69 to 
1971-72, the corresponding figures works out only 5-9°%. 


TABLE IV 
Year Estimated total supply 
(‘000° tonnes) 
1950—S5i_- . . : : : : . 34 : 
1955—56 + : . . . : * : 96 
1960—61 - . . . . ' : : 139 
1965—66 bs hi . . ‘ . ’ q 292 
1968—69 - . " ; : | q - : 314 
196970 - : . . : ot a " 354 
1970—71 - . . . ‘ : : ; 371 
1971—-72  : . . : . . . 389 


Source:—Economic Survey —- 1972-73, Government of India, P. 164. 


2:07 The estimates for the Fifth Plan have been worked out by a Task Force appointed for the 
purpose, which has assumed an annual rate of increase in the demand at ten percent. In view of the 
fact that the demand increased at a rate a little less than 6% in the recent past, this estimate may be 
said 10 be somewhat generous in character. It is also expected that if production can be sufficiently 
increased, it may be possible to effect exports of caustic soda.to a certain extent. The DGTD, during 
the course of the public hearing on this case, made available the information regarding the latest 
estimate about demand and capacity installed. This is given below :-— 








TABLE V 
(Figures in ‘000’ Tonnes) 
Year Annual installed Actual Production Estimated indi- Assessment of 
capacity in the year genous demand surplus or deficit 
in the year _ in the year 
1 2 3 4 5 
1968 . 7 ‘ : 367 306 300 + 6 
1969 7 ‘ : . 367 347 340 +7 
1970 : 7 ‘ 368 361 360 +1 
1971 : . . . 378 376 400 —24 
1972 ‘ Pee : 428 : 391 420 —29 
1973 (Estimated): —- : 555 440 460 —20 
1974 8 : , - 645 515 505 +10 
1975 39 : ‘ : 745 595 555 +40 
1976 93 . . : 745 595 610 —15 
1977 +9 . . . 780 620 670 —50 


1978 . . : : 845 675 740 —65 
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2:08 It should be noted that production is estimated in this table on the basis of 80% utili- 
sation of capacity. In. view of the fact that capacity has been utilised in recent years to the extent of 
over 90%, this may prove to be an under-estimate. It will thus be ssen that the demand estimate is 
slightly generous and the supply estimate slightly conservative. It is therefore not unlikely that the 
gap between supply and demand may not prove to be as large as indicated. It is of course difficult 
to be precise in this respect because one cannot be absolutely certain about which of the capacities 
that are sanctioned will ultimately materialise and when. 


2:09 Morecver, if an export target of 50,000 tonnes is to be achicved in addition tc the pro- 
duction of 7-40 lukh tonnes for domestic consumption, a total capacity of 10 lakh tonaes may have 
to b: created. As agiinst this the present expectation is that the installed capacity by 1978 would only 
be 8-45 lakh tonnes. There is still some scope, therefore, for further licensing of capacity. It is 
understood that 44 applications from various pirtics—existing units and now-units—are still under 
the consideration of the Government. 


Regional Distribution 


2:10 The existing units are unevenly distributed in the count.y with 13 units (heving 64% 
of the total installed capacity) being located in the four States of Maharashtra, Gujarat, Tamil Nadu 
and Rajasthan. 


2.11 At pievont there is only one unit located in U.P. at Renukoct, Mirzapur. It has re- 
cently expanded its installed capacity from 21,000 tonnes to 33,000 tonnes. The U.P. State Industrial 
Development Corporation has a Letter of Intent for 33,000 tonnes. The unit will be located in a 
backward district and is likely .o be taken up as:a-joint sector project. Besides, there are seven appli- 
cations from U.P. which are still under the consideration of the Government. Including Hindalco’s 
project, the total envisaged annual capacity of these ning applicants is 1-43 lakhs tonnes. The existing 
unit has applied for doubling of its present capacity of 33,000 tonnes. Except fox this unit, the rest of 
the applicants (including Hindalco) intend to establish new units. Relevant data are given below :— 


A. + Existing Unit Capacity (in tonnes) 


A, Kanoria Chemicals and Industries Limited 33,000 (already installed) 
Total of A. “33,000 
B. Letters of ‘Intent Issued 
2. U. P. State Industrial Development Corporation 33,000 (N. U.) 
Total of B. 33,000 
Cc. Application Pending Consideration. 
3. Hinustan Aluminium Corporation Limited 26,000 (N.U.) 
4, Kapur Chemicals Industries 12,000 (N.U,) 
5. J.K. Rayon 18,000 (N.U.) 
6. Kanori« Chemical and Industries Limited 33,000 (N.U.) 
7. J.K, Cotton Spinning and Weaving Mills. 18,000 (N.U.) 
8. Nath Brothers 3,000 (N.U.) © 
9, Modi Spinning and Weaving Mills Company Limited 33,000 (N.U,) 
Total of C “143,000 _ 
Total of A, Band C 2,06,000 


(N. U.=New Unit) 


Economics of Production 


2-12 In this connection it should be noted that caustic soda can be supplied in the form of lye 
or in the form of solid or flakes. As the cost of transporting it in the form cf lye is high, such supply 
is only possible over comparatively short distances from the producing units. The production of 
flakes or solid caustic soda involves additional costs, both in the producing units and later in the using 
units. ; 
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2:13. There are two processes available for the manufacture of caustic soda—the mercury 
cell process aud the diaphram cell process. The mercury cell process is more popular in India because 
“it lends itself to a clean and easy day-to-day operation and maintenance. ...(and) because of substan- 
tial fall in mercury prices and increase in cost of the nickel for the evaporator of the diaphram cells 
plant.”* The main inputs required in the manufacture of caustic soda are salt, mercury, graphite 
anodes aad power. Of these mercury has to be imported. Graphite anodes also have to be imported 
to a ccrtain extent. Regarding the supplies of salt, it has to be noted that the main source cf supply 
is from the West Coast and for units situated in other parts of the country, considerable transport 
costs have to be incurred for obtaining salt. According to the Alkali Manufacturers’ Association of 
India, the delivered cost varies from Rs. 28 to Rs. 132 per tonne. As 1-8 to two tonnes cf salt are 
required for the production of one tonne of caustic soda, units located near the salt-producing areas 
have a relative advantage in cost of production. At the same time, note has tc be taken of the cost of 
transporting caustic soda. [fit is transported in the form of lye, the transport cosi is very high. Even 
if it is transported in the form of flakes o: solids, the cost is somewhat high because of the special 
nature of packing and handling which is required. 


2:14 Power is an important input of the industry, the requirements being 3,500 to 4,000 KWH 
for one tonne of caustic soda. The cost of power accounts for 32 per cent to 35 per cent of the total 
production cost of caustic soda according to the report of the Task Force-III-for Inorganic Chemicals. 
It is mainly on account of variation in the cost of major inputs viz., salt and electricity that there is 
wide vaciation in the cost of production of caustic soda among different units. A cost analysis made 
for 14 units for the ycar 1970/71 indicates that the cost per tonne of caustic soda (lye) varied between 
Rs. 436 and Rs. 925. 


2-15 The manufacture of caustic soda being a continuous chemical process, larger sizes give 
significant technical economics. The Alkali Manufacturers’ Association of India has suggested, on 
the basis of a study conducted by it, that the estimated cost of production for units with a capacity 
to produce 100, 200, and 300 tonnes per day would be Rs. 1300, Rs. 1176 and Rs. 1134 per tonne res- 
pectively. At the same time, as the cost of transporting the products to the consuming units is not 
negligible, the economics arising from the scale of production have to be balanced against the cost of 
transporting the product. For this reason, it hay been suggested “it might therefore be assumed 
that under the prevailing conditions the minimum required size for a caustic soda plant would be 100 
tonnes per day, with higher capacities to be strongly favoured if a ready market for the products exists 
in the near vicinity”**. The Government appear new to have decided that all new units to be licensed 
in future should have a capacity of at least 50 tonnes per day and that units with a capacity of 100 tonnes 
per day should be preferred. This also implies a policy of encouraging substantial exparsion of exis- 
ting units so that they should reach a capacity of 100.tonnes per day or 33,000 tonnes per annum. 


2:16 As mentioned earlier, the process of production inevitably involves the production of 
chlorine as a co-product of caustic soda. The production of one tonne of caustic soda also simul- 
tanecusly produces abou. 0°85 tonnes of chlorine. Gainful utilisation of chlorine is therefore of 
great impoitance for the economical and efficient working of the plant. Such utilisation is also of 
great importance because, if it is not utilised gainfully, special costs have to be incurred for its safe 
disposal. Chlorine-is used for the manufacture of hydrochloric acid, bleaching powder, calcium 
hypochlorite, potassium chloride, zinc chloride, PVC, BHC, DDT etc. According to the Alkali 
Manufacturers’ Association, the gainful utilisation of chlorine has been rapidly increasing—from 
68 per cent in 1968 to'84 per cent in 1971 (also in 1972). This indicates how the economy of caustic 
soda production is closely related to the proper utilisation of chlorine. 


Government Policy 
2:17 From time to time the Goverament has laid down guidelines for processing fresh appli- 
cations for undertaking the manufacture of caustic soda. As in April, 1973, the main criteria in this 
regard were as under :t 
(i) “Substantial expansion of capacities should be allowed to.all parites to enable the units 
concerned to reach economic capacity and also because expansion can be achieved quickly 
and at less foreign exchange cost. 





*Report of the Task Force-III for Inorganic Chemicals, para 3.2, constituted by the Steering Group cn Chemical 
and Allied Industries set up by the Planning Commission. 
**Development of the Chlor-caustic Soda Industry~suggestions by Alkali Manufacturers’ Association of India, 
Bombay, page 9 
tLetter No. 5/29/73-GH.I, dated July 22, 1973 from the Ministry of Petroleum and Chemicals. 
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(ii) “The proposals for parties who have substantial captive consumption for setting up new 
capacity/expanding their capacity for manufacture of caustic scda, should be considered. 


(iii) “While licensing additional capacity the nced for regional dispersal of the industry should 
be kept in view. 


(iv) “‘Large House and foreign majo-ity concerns may not be issued Letters of Intent for 
putting up new undertakings (merchand and/or captive). The other private enterepreneurs 
and public sector units may be encouraged to participate in the development of the indus- 
try”. 


(v) “Subject to the above, selection of the parties may be guided by the foreign exchange 
requirements quoted by them for putting up production facilities for caustic soda. Their 
requirements should be below Rs. 480/- per tonne of caustic soda. This figure of foreign 
exchange requirement is considered reasonable by the Government.”’. 


CHAPTER IIT 
THE APPLICANT’S CASE 


The application 


3-01 Hindalco applied on June 29, 1971 to the Cent:al Government for grant of an industrial 
licence to establish a new undertaking to manufacture caustic soda and its by-products in response to 
the Press Notificatoin of the Ministry of Petroleum and Chemicals dated March 31, 1971, inviting appli- 
cations for undertaking che manufacture of caustic soda. 


3-02 Caustic soda being one of the essential raw matcirials required in the manufacture of 
aluminium, Hindalco claimed that it wanted to undertake this production so as to meet the Company’s 
present as well as future requirements from its own production. In the letter enclosing its applica- 
tion for an industrial licence the Compayy has stated, “caustic soda is one of the essenital raw materials 
of the aluminium industry, which is a key industry. In our case the indigenous manufacturers are 
not in a-pcsition to meet our requirements in full. We therefore intend setting up a plant of our own 
for the manufacture of caustic soda and allied products to take care of our requirements” Jt was 
also further claimed that the establishment of such a plant would help save to some extent “recurring 
expenditure of the foreign exchange by way of imports to meet the short fall”. Explaining this point 
further, the applicant Company ina letter dated June 19, 1973, stated : “whenever there is scarcity of 
caustic soda, which in fact is a regular feature, aluminium production has to be curtailed which, ulti- 
mately, creates scarcity in the country of so vital a metal needed nat only for the.common people’s 
use but fer Defence also”. 


Requirement of Caustic Soda 


3-03 It was also stated by Hindaleo=that almost 0-25 tonne of caustic soda is re- 
quired for manufacturing one tonne of aluminium, during the public hearing the representatives of 
the Hindalco stated that the requirement-may be neater. 0:20 tonne. On the basis of the actual 
purchases of caustic soda, it appears that the Company’s consumrtion is about 17 per cent in terms of 
weight of the aluminium metal. It should be noted in this connection that caustic soda is usea in the 
production process of aluminium for the production of alumina. To the extent that alumina cannot 
be disposed of except by further processing it into aluminium, one can assume a certain fixed rela- 
tionship regarding the requirement of caustic soda for the production of aluminium metal. The Com- 
pany has also suggested that the requirement for caustic soda has been recently increasing as a result 
of some deterioration in the quality of bauxite available.* 


3-04 As Hindalco’s production of aluminium has been increasing, its consumption of caustic 
soda has simultaneously increased. It has gone up from 10,922 tonnes in 1969 to 13,557 tonnes 
in 1972. While Hindalco proauced 78,500 tonnes of aluminium in 1972, it has been licensed a capacity 
1,20,000 tonnes and it is claimed that this capacity will be installed by December, 1973. When this 
capacity is reached at the rate of 0-20 tonnes the requirement of caustic soda will be 24,000 tonnes**. 
Hindalcc, therefore, has applied for approval to the establishment of an uncertaking with a capacity 
te produce 26,000 tonnes of caustic soda per annum. It is also envisaged that Chlorine and other by- 
products will be produced by the proposed unit as indicated in the table below :— 





TABLE VI 
Item Envisaged capacity Value in Lakhs Rs. 
: tonnes per year 

1. Caustic Soda (100% Naho) - 7 . 26,000 260 
2. Liquid Chlorine , ‘ ‘ 13,000 39 
3. Hydrochloric Acid (Commercial grade) - 20,000 20 
4. Stable Bleaching Powder : : ‘ 2,000 20 
5. Benzene Hexachloride (BHE) : . 3,000 36 

375 








*Letier No H/CLB/1/71-72/7885 dated August 20, 1973 from the applicant Company. 


**Subsequently, the Company has put its requirement of Caustic Soda at 30,000 tonnes based on an enhanced 
production of Aluminium of 1,50,000 tonnes (25° above the approved capacity) (Company’s letter dated 20-8-1973) 
This does not materially affect the Commission’s findings. 


284 


285 


_ 3-05 The unit is proposed to.be established near the aluminium plant of the Company 
located. at. Renukoot, District Mirzapur (U.P.). .The envisaged production of caustic soda will be 
mainly for captive consumption while by-products will be almost entirely sold in the open market. 
Since captive consumption of liquid chlorine is very small, the Company intends to utilise chlorine 
ye producing hydrochloric acid, stable bleaching powder and benzene-hexa-chloride for commer- 
cial purposes. 


3-06 Hindalco went into production in 1962. The caustic soda plant of Kanoria Che- 
micals, located at a distance of two or three Kms. from the aluminium plant of Hindalco, went 
into production in September, 1964. The data given in the table below about the source of supply 
of caustic soda to Hindalco indicate that, from its very beginning, Kanorii Chemicals has been the 
principal supplier of caustic soda to Hindalco. 





TABLE VII 
Source of supply of caustic soda to Hindalco (in tonnes) 
Name and Address of 1965 1966 1967 1968 1969 1970 1971 1972 


the supplier 








1, Kanoria Chemicals & 
Industries Ltd., Renukoot 3,705 4,316 7,642 re 0, 11,623 10,451 11,457 
7 (61) 7 


(100) (97) (70) (75) (69) (84-5) 

2. Imports Thru’ STC a Pa . “ NA. 
3. Saurashtra Chemicals, , at 
Porbandar - : . 156 2,059 594 1,209 1,121 1,273 981 
7 (3) (19) (38) (9) (7) (9) (7-4) 

4, Hukam Chand Jute ) 

Mills ‘ . ~ 139 190 697 1,249 506 63 

; ~ a) = () (5) (8) (3) (0-3) 

5. Others . . . af f° 1,082 mw oe 1,038 1,614 2,201 1,056 
(10). (18) (10) (14) (78) 

TOTAL : ‘ . 3,705 4,472 10,922 15,681 13,360 15,607 15,231 13,557 


(100) (100) (100) (100) (100) (100) (100) (100) 





Figures in brackets indicate percentages 
Source: Applicant Company 


3-07 From almost 100 per cent supply of caustic soda in 1965 and 1966, the proportion of 
caustic soda Supplied by Kanoria Chemicals to Hindalco has varied between about 70 to 80 per cent. 
The main exception was in 1968 when the supplies made by Saurashtra Chemicals, an interconnected 
undertaking of Hindalco, suddenly increased to 38 per cent. It may be noted that in 1972 as much 
as 84 per cent of the total supply of caustic soda to Hindalco has been made by Kanoria Chemicals. As 
Kanoria Chemicals is situated very close to Hindalco’s aluminium plant, it is possible to obtain caustic 
soda in the form of lye (liquid). This saves cost on both sides for the conversion of liquid lye into 
solid or flakes, and the reconversion of these into liquid form for actual use. At the same time, the 
transport of caustic soda in the form of lye which contains about 50 per cent water is very costly; but 
the distance is short. 


Raw Material for Caustic Soda 


3-08 The applicant envisages the annual raw material requirements for the manufacture of 
26,000 tonnes of caustic soda and its by -products as under : 





TABLE VIII 
Name of raw material Indigenous/imported Quantity required for 
full capacity (tonnes) 
Commercial Salt (NaCI eR oe Indigenous 46,800 
Sodium Carbonate (Na2CO3)" + % 1,300 
Sodium Sulphate - : . : 3 130 
Ordinary Line (50° CaO) for Brine Puri- 
cation =: : ‘ . . . Pe 1,560 
Pure Line (95% CaO) for bleaching powder ae 
manufacture : : : eR S3 1,600 
Commercial Benzene - ; Lo. os 1,200 





38—10 M of LJ&CA/ND/79 
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3-09 All the above raw materials are indigenously available. A small amount of foreign 
exchange on a recurring basis may however be required for import of mercury and spare parts. =. 


Ayailability of Power 


3-10 According to the U.P. State Electricity Board, the proposed caustic soda unit with a 
production of 26,000 tonnes per year and consuming 3,500 to 4,000 KWH per tonne at a load factor of 
80 per cent would require a load of 15 MW. In terms of energy requirement, it will be 100 million 
units per year. In its original application, the Company had stated that the power supply would 
be available either from the UP State Electricity Board or from Renusagar Power Company Ltd. a 
100 per cent subsidiary of Hindalco, by expanding its capacity suitably, In its letter to the Commuis- 
sion (dated August 4, 1973) the Company had stated that while they expected that power for the 
existing plant would be available for the next three years on the same basis as in the past, it was 
‘not sure as to how much power will be available from what source for the expanded plant. Regard- 
ing the caustic soda plant, the Company had stated that they would start negotiations only after 
receipt of the Letter of Intent. However, during the public hearing the Company took the stand 
that it had applied to the Government for expansion of the power capacity. of its subsidiary from 135. 
MW to 385 MW. It was expected that this proposal would be favoured by the Government as it 
was being made after detailea discussions with the concerned authorities. With this addition to the 
captive power availability, there would be no difficulty about the power for the caustic soda plant. 


Proposed Outlay 


3-11 The applicant Company originally submitted a Scheme of Finance indicating a total 
outlay of Rs. 800 lakhs to be incurred as under :—~ 





Rs. lakhs 
Land . . . . , ‘ 2 4 . . . ‘ : 20.00 
Building - et * : c ; z : . . E . i 150.00 
Plant & Machinery = 0° 5 ts 630.00 
: Total: 5 8 eee ee ee 800.00 


— 


The Company was asked to give details about the total outlay of Rs. 800 lakhs. In its reply 
(vide its letter dated December 24, 1971) it scaled down the capiial outlay to Rs. 600 lakhs. It was 
further stated that the estimates were based on preliminary enquiries together with the information 
that the applicant could gather from the existing units. No further details were given. The break-up 
of Rs. 600 lakhs was given as under : 





‘ Rs./Lakhs 
Land . . ‘ : . . : . : : . . . . 20.00 
Building . . . . . . . . . . . - . . 20.00 
Plant & Machinery * * * ) 8 tt 435.00 
Mercury . . . . . . . . . ° . . . . 65.00 
Total - . . . . . . . . . 600.00 


Foreign Exchange Requirements 


3°12 The applicant has changed the figures related to non-recurring foreign exchange re- 
quirements thrice. In the original application, it had indicated the foreign exchange requirements 
at Rs. two crores without giving any details. Subsequently, this figure was reduced to Rs 1:60 
crores (vide the Company’s letter dated May 14, 1972 (to Rs. 1-25 crores) vide company’s letter dated 
July 17, 1972) and finally to Rs. 73-80 lakhs. The last figure has been furnished to the Ministry of 
Petroleum and Chemicals (a copy of which has been sent to the Commission) in response to the Mi- 
nistry’s letter No. 452/71/CH/If dated April 18, 1973. The details of the foreign exchange require- 
ments, as per the latest statement, are given below :— 


Non-Recurring Foreign Exchange Requirements 


7 Rs, in lakhs 
1, Cost of Lele forcausticsoda - - - SED gms : us” st 15.30 
2. Cost of plant and machinery for Chlorine plant. - ‘ ; s : : ; ; - 13.9 
3. Cost of plant and machinery for HCL plant. : . : 7 * ’ : . 6.30 
4, Cost of Mercury . ; : ae : ‘ : : : : ; 37.80 
5. *Any other foreign exchange payments envisaged. ‘ : : eos fe Hes 6.90 
Total ° . . . . . . ¢ cf ‘ 73.80 


oy 


*The Company has taken a small amount of 90,000/- under the head ‘any other foreign exchange payment 
envisaged’ towards miscellaneous items for meeting any unforeseen items. . 
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Public Interest 


3°13 In response to the query a8 to how far the criteria laid down under Section 28 of the 
MRITP Act would be satisfied if the proposal is accepted, the Company (vide its letters June 19, and 
July 27, 1973) has stated as under : 


“Ht is needless to emphasise that by allowing us to manufacture caustic soda it will surely be in 
the public interest.......... it is a weil known fact that, presently, there is acnte shor- 
tage of caustic soda in the country. The scarcity of caustic soda has created serious pro- 
blem for the producers for whose process caustic soda is an important raw material. For 
the manufacture of | tonne of aluminium, almost 0.25 tonne of caustic soda, is required. 
Whenever there is scarcity of caustic soda, which in fact is a regular feature, aluminium 
production has to be curtaikd which, ultimately, creates scarcity in the country of 60 
vital a metal needed not only for the oommon people’s use but for Defence also. 


“With the development of indigenous production of alumiaium, the imports have been curtailed 
substantially. However, scarcity of caustic soda has again affected the production which 
will, ultimately result into more import of the metal, thereby spending precious foreign 
exchange of the country. Thus, the manufacture of caustic soda will help in augmen- 
ting not only the production of aluminium but also help in saving of foreign exchange. 


“Due to shortage of caustic soda, aluminium production during January;June 1973 has been 
only 62443 tonnes in place of 82432 tonnes during July/December, 1972. If we had not 
purchased 1295 tonnes of caustic soda from market at a price of Rs. 2500 (Appx.) per 
tonne, against the Association price of Rs. 1500/- (appx.) per ton, there would have been 
further loss of production of 15000 tonnes of alumina. 


“Our present suppliers M/s. Kanoria Chemicals & Industries Limited do not afford us any 
facilities like price poe quick suppli¢s, grant of credit etc. We do have difficulties 
in getting supplies from them in case of disruption in their production for whatever reason. 
Moreover they are unable to meet our full requirements. They have not even supplied 
us the contracted quantity. 


“The prices of caustic soda due to scarcity have gone up considerably and this has resulted into 
increase in the cost of end products, ic. aluminium. By allowing us to manufacture the 
caustic soda, there will be economy in the cest of production which will be in the common 
interest of the people of the country. Since our caustic soda plant will be a captive unit, 
most of the production will be consumed... Whatever surplus will be there, that will be 
sold in the market by our own saks organisation, which was already have all over the 
country. This will, ultimately, result in the reduction of price of this particular commodity. 


‘Since the plant will be located nearer to the Aluminium Plant, the company will save trans- 
portation cost considerably. The Company will also be able to save many other common 
expenses Such as overhead, administrative, supervisory and technical persons who are 
available from the existing plant. As there is increase in cost of production every year, 
the corresponding increase in cost due to these reasons, in our case, will be less as compared 
to other producers of caustic soda. Beside, since caustic soda is invariably in short supply 
the Corporation will be assured of supply. 


“Since we shall be treating caustic soda as a separate divison, the supply will be charged at 
Association prices and thus the consumers of Aluminium are not likely to get any direct 
benefit therefrom. However, when our caustic soda plant will be put up, there will 
be regular and uninterrupted supply of caustic soda at Association prices, and the pro- 
duction of Aluminium will be maintaited at full capacity and thereby the cost of pro- 
duction will be less’’. 


“The plant will be set up under the supervision of our own highly technical personnel with 
utmost care and employing latest techniques with a view that cost of production is kept 
minimum. 


“Mirzapur is a very backward area of U.P. By putting up caustic soda plant in this industrially 
backward area it will definitely improve the community and provide employment oppor- 
tunities in this area. 


“Judging from all the criteria under Section 28 of the MRTP putting up the plant by us is not 
only justified but very deserving.” 
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Importance of a Captive Source 


3.14 At the public hearing the representatives of the applicant company laid emphasis on 
the point that it was necessary to ensure regular supply of caustic soda if aluminium supplies from 
Hindalco were to be ensured. Aluminium production being a continuous process, any difficulty 
about the availability of caustic soda at any time cannot but adversely affect the production of alumina 
and therefore of aluminiu. The Company’s experience, especially in the last few years, was claimed 
to have indicated the importance of having a captive plant for the production of caustic soda. It was 
suggested that the failure of Kanoria Chemicals to supply adequate quantities cf caustic soda has been 
responsible in the first half of 1973 for reduced production of Aluminum. The applicant accepted 
that Kanoria Chemicals had supplied as per the contract but pointed out that Kanoria had to reduce 
their supplies on account of the large power cut imposed by the U.P. State Electricity Board. This 
experience had further emphasised the importance of having a captive caustic soda plant. As the 
applicant Company was now proposing to produce practically all the power required by it by substan- 
tially expanding the power plant of its subsidiary, its captive caustic soda plant would not suffer from 
any such difficulties as were experienced by Kanoria Chemicals and led to reduce supplies of caustic 
soda. The company’s plant would be a thermal one and therefore would be much less liable to a 
decline in output on account of vagaries of the monsoon which had specially affected power supplies 
from the UP State Electricity Board. It was also claimed that by producing caustic soda right near 
the present aluminium plant, the Company would be in a position to save on transport costs which 
at present amount to Rs. 62 per tonne regarding the supplies from Kanoria Chemicals, and even more 
in the case of supplies from other sources. It was also claimed that the applicant could be in a posi- 
tion to produce caustic soda more cheaply as compared to the price that it had to pay for supplies at 
present. It was pointed out that the supply of caustic soda from Kanoiia was at the rate of Rs. 120 
per tonne, Rs. 100 more than the recommended.price of Rs. 1110 fixed by Alkali Manufacturers’ 
Association. It was also claimed that because Kanoria-Chemicals could not or would not make avai- 
lable the total supplies required, the company had to make purchases in the open market at exorbi- 
tant prices ranging upto Rs. 2,500 per tonne. It was, therefore, claimed that the proposal should be 
‘supported in terms of Section 28(a) of the MRTP Act which indicates that production “by most 
efficient and economical means” should. be one of the considerations to be taken into account in con- 
sidering these casts. 


3-15 In essence the applicant’s plea is that for ensuring the economical and regular supply 
of aluminium from their main plants, the availability of captive sources for their principal raw materials 
is necessary. Bauxite is already being obtained from one of their subsidiaries. Power was up to now 
being partially obtained from another subsidiary and it is now proposed to obtain the whole power 
requirements from that subsidiary. It was, therefore, suggested that it would be appropriate to ensure 
the captive availability of the third most important)raw material viz., caustic soda also. Recent 
experience specially emphasised the importance of having such a captive source. The applicant 
was not interested in entering the general market for caustic soda. It only wanted a plant which 
would satisfy captive requirements, It was, of course, admittud that the inevitable co-products and 
especially chlorine will have to be commercially utilised and the resultant products marketed so as to 
ensure economical and efficient utilisation of the proposed plart. The Company also stated that if the 
Govt. considered that the establishment of a plant of a size larger than 26,000 tonnes per annum 
preferably on grounds of efficiency, they would be willing to go in for larger production and the extra 
production will be marketed—possibly for exports. 


CHAPTER. IV 
EXAMINATION OF THE PROPOSAL 
Comments on. the Proposal 


4-01 The Commission released a Press Note on October 14, 1971, about the proposal of 
Hindalco for the manufacture of caustic soda, inviting information from parties which would help 
the Commission in conducting the enquiry. In response, two memoranda were received, 
‘one from an undertaking manufacturing caustic. soda and the other from a consumer of 
caustic soda. Kanoria Chemicals and Industries Ltd., located at Renukoot, which has been 
meeting over 70% of the annual requirements of caustic soda of Hindalco, has objected to the 
grant of an industrial licence to Hindalco for the establishment of an undertaking to manufacture 
caustic soda. Their objections against the applicant’s proposal are given below: 


1. Messrs. Hindalco fall in the category of larger industrial houses in the country. Accord- 
ing to the Industrial Policy of the Government of India, larger industrial houses should 
go in the production of highly sophisticated items and core industries and in backward 
areas where other entrepreneurs might find it difficult to operate. Caustic Soda is neither 
a very sophisticated industry nor a core industry. District Mirzapur in which they propose 
to set up the caustic soda plant is not a backward district as per list of Planning Commission 
eligible for facilities regarding finance etc. who have selected as many as 200 districts in 
the country as backward districts. 


2. “The Government of India is following a certain policy with regard to foreign investments 
and collaboration in India. According to: the same foreign collaboration and investment 
is to be permitted only in those industries where technological gaps still exist in the country. 


“The caustic soda industry was established in-the country for the first time nearabout 1938 
and commenced production in 1940 and since then we have 29 plants in India with an 
installed capacity of about 3-90 Jakh tonnes and actual production of 3-617 lakh tonnes in 
the year 1970. The country does not need any foreign collaboration for establishing a 
caustic soda plant. Rather India is in a position to offer know-how and technical assist- 
ance on this industry to other less developed countries and some firms are trying for the 
same. It is reported that Messrs. Orient Paper Mills Ltd., (a Birla Group of Concern) 
is setting up a caustic soda plant in Kenya based on Indian know-how. 


Messrs. Hindalco is a concern in which there is foreign equity participation. If they set 
up a caustic soda plant which will be a new line of manufacture for them, the benefit of 
the same will also be derived by their foreign partners and will result in a drain on our 
foreign exchange resources which. will.be contrary to the declared policy of the Govern- 
ment of India on foreign investments and against our national interest. Further Hindalco 
have also mentioned in their proposal that their foreign collaborators will have the option 
to participate to the extent of 26% of any issue of fresh capital that may be involved. 
This proposal will only lead to: make foreigners partners in a new line of manufacture in 
a simple industry like caustic soda although it is not in the national interest and the govern- 
ment policy is very clear in the matter. 


3. “In response to the Government of India Press Note dated 31st March 1971, we understand 
that the Government has received more than 42 applications for establishment of caustic 
soda capacity by way of new units and expansion of existing companies. This includes 
some applications from the Birla group of concerns and larger industrial houses but mostly 
from other entrepreneurs. 


4, “Hindalco proposes to set up a plant for the manufacture of 26,000 tonnes of caustic soda 
per annum. The Press Note dated 31st March by which the Government invited applica- 
tions for establishment of new capacity specifically stated that the new units should have 
a capacity of about 100 tonnes per day with latest technology and their application with a 
lower capacity is not in accordance with the same. Further due to technological advances 
and the innovation of high amperage cells the tendency in the world is to put up large 
plants and some of them are about 5,00,000 tonnes per annum. In India the economic 
size is at present considered to be 33,000 tonnes per annum but in line with the rapid’ 
advances in the world in this industry there is a case for revising our concept of economic 
size to at least 66,000 tonnes per annum. Hindalco’s proposed plant is not even 33,000. 


289 


290 


tonnes per annum. Further their present actual consumpt on of caustic soda for manu- 
facture of approximately 78,000 tonnes of aluminium is only about 15,000 tonnes per 
annum and as such for the manufacture of 1,20,000 tonnes of aluminium their requirement 
of caustic soda should be only about 22,500 tonnes or less and not 26,000 tonnes per annum. 


5. “Chlorine is a co-product of caustic soda which is essentially produced along with caustic 
soda. In advanced countries what we call caustic soda plants in India are known as 
chlorine plants as chlorine is considered as more important than caustic soda in developed 
countries. . For each tonne of caustic soda manufactured 0-88 tonnes of chlorine is essen- 
tially manufactured. Thus the total production of 26,000 tonnes of caustic soda will 
result in production of about 22,800 tonnes of chlorine. Whereas caustic soda is said to be 
required for captive consumption by Hindalco as far as chlorine is concerned their con- 
sumption is only about 25.tonnes per annum against a production of about 22,800 tonnes. 
It is clear that almost the entire chlorine is intended to be sold in the market as liquid 
chlorine or after conversion as Hydrochloric acid. 


6. “Hindalco have also asked for permission to manufacture Benzene Hexachloride (BHC) 
and Stable Bleaching Powder (SBP). They are both very small and simple plants and 
require small investments in which no foreign investment or larger house is permitted to 
operate as per government policy. Further these items are not required by Hindalco 
for captive consumption. Also the chlorine consumed for the manufacture of these items 
will be only about 3200 tonnes per annum. It is evident that if Hindalco is allowed to 
set up this plant in due course it will like to manufacture more and more such items based 
on chlorine. 


7. “You (M.R.T.P. Commission) may be interested in knowing the caustic soda capacities 
sanctioned by the Government to Birla Group of concerns. 








Name of the concern Capacity Remarks 
1, Century Chemicals, Kalyan (Century Spinning & 16,500 18,400 (product in 1970) 


Manufacturing Co. Ltd) 


2. Saurashtra Chemicals, Porbandar (Birla Jute ; 
Manufacturing Co. Ltd.) : 23,300 21,000 is 
3. Hukumchand Jute Mills, Amlai 14,400 14,700 9 
4. Sirpur Paper Mills Ltd. : 6,000 5,300 * 
5. Hindustan Heavy Chemicals Ltd., Calcutta 4,200 2,700 $3 
6. Orient Paper Mills Ltd. 3,000 2,500 : 
7, Gwalior Rayons, Nagda 33,000 Expected to commence 
(Gwalior Rayon Silk Mfg. (Wvg.) Co. Ltd.) production in 1972, 
1,00,400 





) 


ee 


8. “We have a caustic soda factory which is situated close to them at Renukoot, District 
Mirzapur. Our present installed capacity is 16,500 tonnes per annum but we have been 
permitted by the Government to increase the same to 33,000 tonnes per annum. The same 
is under implementation in stages and we expect to achieve a capacity of 33,000 tonnes of 
caustic soda per annum by end of 1973, (the company has an installed capacity of 33,000 
tonnes per annum) and shall be in a position to meet their requirements adequately. Fur- . 
ther after réceipt of capital goods clearance for our expansion from 16,500 to 33,000 tonnes 
on 7th October 1971 we have also applied on 25th October 1971 for expansion from 33,000 
tonnes to 66,000 tonnes per annum and same is under consideration of the Government”. 





4.02 The second memorialist, Kalpataru Private Ltd., Mirzapur, has stated that the proposal 
of Hindalco should be accepted | the Government as Kanoria Chemicals are exploiting their regional 
monopoly position in the area by charging higher prices through their distributors. Kalpataru 
Pvt. Ltd. is of the view that with the setting up of another unit in the region, competitive conditions 
will be created leading to stable prices. In response to the Commission’s query, the memorialist, 
vide its letter dated July 10, 1973, has pointed out that “since April 1973 we are getting supplies of acid 
hydrochloric from M/s. Kanoria Chemicals and Industries Ltd., after prolonged negotiations with 
their selling agents. Presently we are not facing any problem regarding supplies”. However, it has 
reiterated that “granting of License to M/s. Hindustan Aluminium Corporation Ltd. will be quite 
helpful in future for development of industry and regular supply”. 
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Comments of Department of Economic Affairs, Ministry of Finance 

*. 4,03 Inits letter dated July 7, 1971, to the Department of Company Affairs, the Department 
of Economic Affairs, while commenting on the applicant’s proposal, has stated that “this Department 
sees no reason why a company with 26% foreign capital should take up this project as a division. 
They may be advised to promote a separate company with not more than 40% interest in its equity”. 
Similar views have been expressed by the Department inits letter dated July 10, 1972 tothe Commission. 


“We reiterate the earlier view that unless foreign collaboration is considered necessary for the 
caustic soda plant, H.A.C. (Hindalco) should not be allowed to take up the project as a division. If, 
however, foreign collaboration is considered essential by the Department of Industrial Development, 
H.A.C. may be asked to float a separate company with 40% interest in equity capital of the latter. 
10-boC ant non-resident holdings in the new company would then work out to 40% of 27% viz., 

“8% only”. 


Views of Ministry of Petroleum. and Chemicals 


; 4.04 The Inter-Departmental Committee in its meeting held on September 25, 1971, to con- 
sider the applications received in response to the public notice (March 1971) for grant of industrial 
licences for manufacture of caustic soda made the following recommendation in the case of Hindalco: 


“The firm belongs to a large house. It is operating an aluminium plant in the region which 
has a large captive requirement of caustic soda. The Committee recommended the application for 
setting up plant of 26,000 tonnes per annum but did not agree to 26 % foreign participation envisaged”. 


4.05 The Ministry of Petroleum and Chemicals in its note for the Licensing Committee dated 
December 23, 1971, has opined that ‘“‘as regards the 16 applications for establishment of new under- 
takings for manufacture of caustic soda by the (above mentioned) Committee, the Ministry of Pet- 
roleum and Chemicals) feels that it is necessary to encotirage new entrepreneurs in the field and does 
not, therefore, support the applications of 5 large houses” which include Hindalco. It has recommended 
that in place of Hindalco and J.K. Rayon (another larger house which has applied for the grant of an 
industrial licence to manufacture caustic soda in the State of U.P.) “the Ministry recommends issue 
of a letter of intent to the U.P. State Industria! Development Corporation”. However, Hindalco’s 
application is still “pending for consideration” as per information supplied by the Ministry of 
Petroleum and Chemicals vide its letter dated July 21, 1973. 


A Review of objections and comments 


4.06 The Commission has examined the objections as well as views of various parties and also 
of the Government agencies concerned. These were taken into account by the Commission in ifs 
examination of the proposal. As regards the objections raised by M/s. Kanoria Chemicals, it should be 
noted that these were gone into further at the time of the public hearing. M/s. Kanoria Chemicals 
participated in the public hearing and supplemented their earlier statement. M/s. Hindalco answered 
some of the points at the public hearing and also made further information available to the Commission 
regarding certain other objections. The Commission has examined all these statements and counter- 
statements in so far as they were relevant for the purposes of the Commission. 


Basic Issue 


4.07 There is no dispute about the fact that aluminium is one of the most important industries 
in the country and, because of the nature of its production process which is a continuous one, availa- 
bility of raw materials on a regular and timely basis must be ensured if the supply of aluminium is 
not to be interrupted and the industry is not to suffer large losses as a result of periodic shutdowns. 
The essential question which has to be examined is whether taking into account all the circumstances 
of the case, the only way to ensure adequate and regular supplies of caustic soda to the applicant 
company is to permit it to set up a special plant for captive consumption. 


4.08 In th’s connection, certain facts have to be kept in view. Firstly, the Chlor-Caustic 
industry is one of the basic chemical industries and has no technological relationship with the alumini- 
um industry. All the existing aluminium manufacturers in the country are drawing their caustic soda 
requirements from specialised manufacturers of caustic soda. The Chlor-Caustic industry itself 
produces two co-products, viz., caustic soda and chlorine almost in equal quantities, and also a number 
of by-products. The industry has therefore to be equipped to process Chlorine as well as various by- 
products in various ways so as to avoid the danger from releasing unprocessed chlorine and at the same 
time making economical use of the various products. It is, therefore, necessary that the function of 
producing caustic soda should ordinarily be undertaken by manufacturers who specialise in chemical 
industries. Permitting any unit to enter the production of caustic soda will inevitably lead to its entry 
into a larger field of the chemical industry. This is unavoidable if the unit is to be operated on 
economic and efficient lines. The implication of this in the present case is that if Hindalco is permitted 
to = up a caustic soda unit, this will inevitably lead to its entry in a significant way in the chemical 
industry. 
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4.09 The vertical integration backwards for the purpose of producing the raw materials 
required by an industry need not always be discouraged. There.are industries such as steel where 
the economic and technology of the industry make inevitable a vertically integrated plant which 
combines the production of pig iron, steel and major steel products under one roof. This is so 
because hot metal being transported from one stage to another gives very significant advantages by 
way of cost saving on fuel. Regarding Hindustan Aluminium, it may be observed that it combines 
under one roof the production of alumina, aluminium and also certain processing of the aluminium 
metal. One of its essential raw materials, viz., Bauxite has been available to it from its own subsidiary 
from the inception of the plant. Power, another important raw material ia the aluminium industry, 
has been available from an outside source, viz., the U.P. State Electricity Board for a long time. 
However, because of the other demands on the power generated and available with the U.P. State 
Electricity Board, Hindalco was encouraged in the past to set up its own power prcduction units 
and it appears to have been decided more recently that the power production capacity of its subsidiary 
should be enhanced sufficiently to enable Hindalco to meet all its power requirements from this source. 
As already explained earlier, Hindalco’s plea now is that it should similarly be permitted to have 
its own source of obtaining their next important raw material required by it, viz., caustic soda, from 
its own captive source. This will be specially useful, it is claimed, as power required for the produc- 
tion of caustic soda could be available from the power station of Hindalco’s own subsidiary and 
therefore the production and supply of caustic soda will not be subject either to the vagaries of nature 
or other causes which may interrupt the supply of power to M/s. Kanoria Chemicals—the principal 
supplier of Caustic Soda to Hindalco up to now-—as has happened in the 1ecent years. 


Is Captive Unit Necessary? 


4-10. When examining this plea, in addition to the consideration mentigned earlier regarding 
entry into caustic soda inevitably being linked with a wider field of chemical industry, it is to be ex- 
amined whether it is inevitable that the source of caustic soda supply to Hindalco must either be a 
nearby unit like Kanoria Chemicals or a captive unit as proposed. In this connection, it needs to 
be remembered that caustic soda is available not only in the form of lye when it can only be transported 
economically over a short distance, but also in the form of flakes or solids. It is true that the con- 
version of caustic soda to the form of flakes or solids and its reconversion for use in liquid form in- 
volves some cost. It is also true that if Caustic soda is obtained from a distance it involves some 
transport cost. But this cost does not appear'to be very large in proportion to the cost of producing 
aluminium. If caustic soda is to be imported from @ distant source such as Bombay or Porbandar 
to Renukoot, the transport cost amounts to about Rs. 100 per tonne. Normally, the price of caustic 
soda has recently been around Rs. 1300 per tonne. The effective cost of transporting caustic soda 
from a distance of two or three kilometres in the form of lye appears to have been Rs. 31 per tonne. 
Thus the difference in the cost of transportation between nearby and distant sources amounts only 
to about Rs. 70 per tonne as against the normal price of Rs. 1300 per ton of caustic soda. The cost 
of caustic soda itself forms only eight per cent of the cost of production of aluminium. It can thus 
be seen that even if caustic soda has to be obtained from a distance, it would not add to any significant 
extent to the total cost of production of aluminium. The possibility that the nearby source of caustic 
soda may sometimes marginally fail because of temporary difficulties, including power shortage, 
need not therefore mean great hardship to the aluminium plant. What is relevant is not so much 
the availability of caustic soda from a source near the plant as the availability of caustic soda in the 
country generally. 


4-11 In this context, it may be recalled that our examination of the situation regarding the 
Chlor-Caustic industry (Chapter II above) showed that, while one cannot be precise in this matter, 
it appears that the deficit expected in the supply of caustic soda in the Fifth Five Year Plan period 
is marginal in nature and there is a reasonable likelihood of various plants coming up which would 
ease the situation even further. It does not therefore appear likely that there would be such a shortage 
of caustic soda in the country as a whole or that Hindalco would face serious difficulties in producing 
aluminium. Even when one takes into account the availability of caustic soda from regional units, 
we find that in view of the capacity of the existing unit, the Letters of Intent issued and pending appli- 
cations, it is probable that there would be more than enough supply of caustic soda available to 
Hindalco from nearby sources. Kanoria Chemicals, the present supplier, has already been approved 
a capacity for producing 33,000 tonnes of caustic soda per year and its application for expansion of 
capacity by a further 33,000 tonnes per year is under consideration. A few other units may also 
come up in this line. It is quite probable that not only would adequate supply of caustic soda become 
available to Hindalco but even that there would be competing sources for such supply which would 
make Hindalco’s position in this respect safer and better. 


_4:12 It is important to note in this connection that in the Chlor-Caustic industry, as in most 
chemical industries, considerable economies accrue as a result of larger scale of output. As already 
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indicated earlier, a study made by the Alkali Manufacturers’ Association* has indicated that the 
cost of production would decline significantly when the plant size increases from 33,000 tonnes per 
annum to 66,000 tonnes per annum. Such economies will arise from various cost factors including 
the requirements of capital. Thus Kanoria Chemicals have estimated that their expansion from 33,000 
tonnes to 66,000 tonnes will involve a capital cost of Rs. 5-05 crores while Hindalco has estimated a 
capital cost of Rs. Six crores for the proposed capacity of 26,000 tonnes. Further, the utilisation of 
the co-products and by-products can cero most economically and efficiently orp anes by a 
larger sized unit. National economic considerations would therefore indicate that for creating 
further capacity in the Chlor-Caustic industry, rence may be given to specialist manufacturers 
in that line who will be in a position to establish larger and more economical capacities. 


4-13 The main objection of Hindalco to such an approach is that they would not like to 
be at the mercy of Kanoria Chemicals for the supply of a vital raw material like caustic soda. The 
obvious answer to such an approach is that this would imply that they should be permitted vertical 
integration ad-infinitum. The production of caustic soda itself requires large quantities of salt and 
therefore they might then claim that they should be permitted to enter the salt industry to make sure 
of Aa on supplies. This would obviously be an absurd proposition specially in terms of the 

Ct, . 


Dependence on Kanoria Chemicals 


4-14 The specific objection raised by Hindalco however merits further consideration. They 
have stated their specific objection to having to rely on Kanoria Chemicals as follows : 


“Due to non supply of caustic soda by M/s. Kanoria Chemicals, our production has suffered 
to a considerable extent. Not only that M/s. Kanoria Chemicals are not supplying to 
our full requirement, they are not even supplying the confirmed contracted quantity on 
one pretext or the other. In the last six months, i.e. from January to June 1973, against 
our contracted quantity of 6,900 tonnes, they have supplied only 4,243 tonnes. This 
quantity of caustic s supple by M/s. Kanoria Chemicals is far below our normal 
consumption and is hardly 30% of our requirement. Due to their failure in supplying 
Caustic Soda to our requirement, we had to reduce the production of alumina to a very con- 
siderable extent. In fact, we have lost production of almost 20,000 tonnes of alumina 
in the last six months. What makes the position still more serious is the reports we get 
from normally reliable sources that rather than supplying the Caustic Soda to the direct 
consumer, they sell the same in the open market to the resellers and force the consumer 
to purchase from the open market at a very high premium rate. In fact, we purchased 
almost 1,300 tonnes of caustic soda from the open market at an exorbitant rate and have 
paid even up to Rs. 3,300 per tonne against the price of Rs. 1,110 per tonne fixed by the 
Alkali Manufacturers’ Association of India. Even in the normal course, M/s. Kanoria 
Chemicals do not supply the material at prices fixed by the Alkali Manufacturers’ Associ- 
ation of India but charge an additional Rs. 100 per tonne plus Excise Duty and taxes 
on that and are taking undue advantage of being the monopoly producers in this area. 


“In addition to the extra premium being charged, as mentioned above, they are also charging 
from us Rs. 62 per tonne on caustic soda by way of handling and transportation charges, 
We will like to menticn that their caustic soda plant is located hardly 2 kms. away from 
our factory and for transporting the Caustic Lye from this much distance, they charge 
Rs. 62 per tonne, which is an exorbitantly high and unreasonable rate. Knowingly that 
this is an exorbitant rate, when we proposed to have our own transport arrangement, 
they declined to accept the same. In other words with the extra surcharge and exorbitant 
transportation charges, the price of caustic soda being charged by M/s. Kanoria Chemicals 
is about Rs. 200 per tonne higher than Association price. This shows how they are 
trying to take undue advantage of their monopolistic position since caustic soda is in 
short supply and M/s. Kanoria Chemicals are in a position to dictate their terms being 
the sole supplier in this area. For the production of aluminium, the selling prices of 
which are fixed by the Government, it proves very-costly to purchase caustic soda from 
such partics who charge such an exorbitant rate and do not supply at the prices fixed 
by the Association.’ 


4-15 There has been much correspondence between the Commission on the one hand and 
the applicant company and Kanoria Chemicals on the other. Relevant extracts from the correspon- 
dence are given in APPENDIX IT. . i 





*Report cited Page 
tLetter No. 266-A/3970 dated July 31,.1973 from the applicant company. 
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4-16 On examining the facts provided by the two parties and also the discussion that took 
place at the public hearing, the Commission has come to the following conclusions : 


It is apparent that M/s. Kanoria Chemicals developed their Chlor-Caustic Unit within a short 
distance of the aluminium plant of Hindalco taking into account the requirements by the latter of 
caustic soda in large quantities. The production programme was arranged so that caustic soda 
in the form of Lye would be made available to Hindalco and this was to the mutual convenience of 
both parties. When considering the expansion proposal of Kanoria Chemicals, the fact that Hin- 
dalco’s aluminium capacity is being steadily expanded and that there would therefore be increase 
in demand for caustic soda, was specially taken note of by different governmental authorities. Hin- 
dalco has been a major customer of the caustic soda production of Kanoria Chemicals as will be indi- 
cated from the following table* : 








Taste IX 
Production of Supplies as a % of production to 
Year Kanoria Cheni- ——-——______—__-—_—__—___——-_—- 
cals Caustic Hindalco Indalco Others 
Soda (Tonnes) 
1968 - : . . . . 18,425 52:0 ——48: O-——— 
19699 © © © 8 + 4 17,264 60:6 26:7 12-7 
1970 + + . . . . 18,038 64°6 21°2 14-2 
1971 . , . . . 17,737 59:0 23°5 17°5 
1972+ gry Pe seni 1c 20,603 55°6 15°1 29°3 
1973 (JJan-July) , . . 11,328 42°1 10°4 47°5 





*It relates to both Hindalco & others. 


4:17 Hindalco itself has relied to a substantial extent for its requirements of caustic soda 
on supplies from M/s. Kanoria Chemicals. This is indicated from the figure given in Table VII 
above (Chepter III). It appears that, except in the year 1968, more than 3/4th of the caustic soda 
requirements of Hindalco have usually been obtained from Kanoria and, even in 1972, over 84% 
of the caustic soda requirements of Hindalco were met by supply from Kanoria. 


4:18 From the data made available'to us by both. parties, it appears that some differences 
arose between them and this has created a certain degree of lack of confidence in each other. In 
1968, when there was a temporary position of glut in the caustic soda industry, Hindalco suddenly 
increased its purchases from Saurasthra Chemical, an interconnected undertaking to 38%. This 
resulted in a significant reduction in the percentage obtained from Kanoria Chemicals—though in 
absolute terms the quantity purchased increased even in that year. It appears that to some extent 
this may also have been due to the offer of lower prices by Saurashtra Chemicals, an offer which was 
not matched by Kanoria. The real difficulties arose in the second half of 1972 and have persisted 
upto now. The failure of rainfall in the catchment area of Rihand Dam resulted in significant 
power cuts by the U.P. State Electricity Board to all major industrial consumers and this affected 
both Hindalco and Kanoria. Kanoria Chemicals reduced their supply of caustic soda to Hindalco, 
as provided for in the contract between Kaxcria Chemicals and Hindalco, in proportion to the power 
cut imposed by the U.P. State Electricity Board. It has been alleged by Hindalco that in the first 
half of 1973, the reduced supply of caustic soda was iesponsible for a significant reduction in their 
production of alumina and therefore of aluminium. The data provided by Hindalco in support of 
this contention is as follows : 


July/Dec., 1972 Jan.[June, 1973 
MT MT 
(a) Aluminium production 82,432 62,443 
(b) Caustic Soda purchased 7,020 5,740 
(c) Caustic Soda consumed 7,534 5,650 


It was also pointed out by Hindalco that because of the reduced supply by Kanoria Chemicals, 
they were forced to go to the market and purchase 1,295 tonnes of causti. soda at an average cost 
of Rs. 2,505 per tonne which is far in excess of the normal price. This was on of the main points 
put forward by Hindalco at the public hearing in favour of their being permitted to set up a captive 
plant for the supply of caustic soda. ; 


4-19 While it is appreciated that the inadequate supply of caustic soda would have created 
apprehensions in the mind of Hindalco management which forced them to go in for market purchases 





*Source:—Kanoria Chemicals Industries Ltd. — 
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at high prices, the data provided by them is not adequate to support the contention that it was the 
shortage of caustic soda which was primarily responsible for the inadequate production of alumina 
in the first half of 1973. It cannot be overlooked that the production of alumina is merely an inter- 
mediate stage fur the production of aluminium and the latter is a highly power intensive process. 
The severe power cut imposed by the U.P. State Electricity Board on Hindalco could not but 
have affected the aluminium producing capacity of Hindalco, and its production of alumina would 
be largely depencent on the extent to which the alumina produced could be converted into aluminium. 
In this connection, it should also be noted that in its annual report for the year 1972 the company 
had stated, ‘“‘The working during the year (1972) was seriously affected due to perennial power 
shortage combined with the serious drought conditions as a result of which a 25 per cent power cut 
was imposed on.the plant by the U.P. State Elecuicity Board since August 1972.” It was further 
stated that “the power cut. was further increased — 40. pe: cent in February 1973 and 50 pez cent 
from March 1973, the effect of which will be reflected during the current year.” Accoiding to a 
vecent statement issued by the company and reported in the newspapers; ‘‘The power shortage has 
reduced production of Hindustan Aluminium Corporation Ltd., from 220 tonnes to 100 tons a day, 
rendering almost half the production capacity idle.......... the 50 per cert idle capacity is in addition 
to the 15,000 tons newly expanded capacity which has been lying unused for about a year for want 
of power.” * : 


4-20 It may be noted that no mention was made in this statement to the inadequate supply 
of caustic soda being the principal or even a major factor responsible for the cut-back in production. 
While this is not a conclusive argument one way or the other, it would suggest that the reduction in 
the supply of caustic soda in the first half of 1973 does not aprear to have been the principal factor 
responsible for the difficulties in aluminium production faced by Hindalco. in that period. 


4-21 In its letter dated July 31, 1973,.Hindustan Aluminium alleged that “they (Kanoria 
Chemicals) are nct able to supply the confirmed contracted quantity on one pretext or the other.” 
However, during the public hearing the representative of the applicant company stated that there 
had been no breach of contract as such on the part of Kanoria Chemicals since the contract provides 
for reduced supplics to Hindalco on account of a power cut imposed by the UP State Electricity Board. 
While Kanoria Chemical; has thus made the supplies according to the terms and conditions of the 
contract to Hindalco in the current year, it may be that their attitude has not been particularly helpful, 
An analysis of the sales and production data furnished by Kanoria Chemicals shows that the supplies 
to Hindalco have gone down from 55:6% of its total annual production in 1972 to 42-19% in the 
first seven months of 1973. There has been a similar fall in the case of Indian Aluminium Company 
Ltd., which is another leading customer of Kanoria-‘Chemicals. Correspondingly the share of ‘other’ 
customers has gone up quite substantially during the last two years. 


4-22 It would not therefore be wrong to say that Kanoria Chemicals has not been very helpful 
and this did create a situation of shortages and uncertainty for Hindalco. The Commission, while 
taking note of this position, expects that when the severe power cut imposed on Kanoria Chemicals 
‘is removed, and particularly keeping in view the expanded capacity of 33,000 tonnes given to Kanoria 
Chemicals, the supply to Hindalco is likely to improve. Besides, Hindalco can make long term 

- atrangements with Kanoria Chemicals to ensure smooth and adequate supplies of caustic soda to 
meet its requirements. Hindalco can have similar long term contracts with other manufacturers 
of caustic soda in the country if it feels that it cannot depend on any one source of supply. There 
would be enough sources of caustic soda in the country, some of them assumed as inter-connected 
with Hindalco, to avoid its having to depend only on Kanoria Chemicals. The temporary difficulties 
experienced by Hindalco in the last year and a half do not provide adequate ground to suggest that 
regular and economic supply of caustic soda to Hindalco cannot be eusured without permitting it 
to set up a captive caustic soda plant. 


Guidelines of section 28 


4-23 It was claimed on behalf of the Company that the proposal satisfied among others the 
consideration indicated in section 28(a) of the MRTP Act, viz., “to achieve the production, supply 
and distribution, by most efficient and economical means, of goods of such types and qualities, in 

. such volume and at such prices as.will best meet the requirements of the defence of India, and home 
and overseas markets.’ It was pointed out that however small, the saving in transport cost because 
of the production of caustic soda almost next to the alumina plant will make for a more efficient and 
economical means of producing aluminium. In this connection, it should be noted that the ad- 
vantage which would arise out of the possible small-saving in transport cost has to be matched against 
the disadvantage arising out of an uneconomical or less efficient unit of production. We hav. already 


*The times of India, August, 22, 1973 p.6. Also See The Economic Times, August 21, 1973 p.6. - ~-.- 
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indicated earlier that a specialised chemical producer such as Kanoria Chemicals which is already 
in the process of producing 33,000 tonnes and is intending to expand its capacity to 66,000 tonnes. 
is likely to obtain significant economie: of scale not merely in the production of caustic soda but also 
in the better utilisation of the co-product and by-products. The consideration indicated in section 
28(d), viz., “to effect technical and technological impiovements” is more likely to be achiéved by 
specialised producer in the chemical line than by a producer who is a specialist in aluminium pro- 
duction taking to production of chemicals merely because he requires a chemical product as a raw 
material. Moreover, it should not be averlooked that the Kanoria Chemicals’ plant is only at a 
distance of two or three kilometeis from Hindalco plant and the saving in the real transport cost is 
therefore not likely to be material. : 


4°24 It has also been suggested that the proposal is for a location in a backward. region, 
namely, the district of Mirzapur, and therefore, it should be supported under section 28(g) viz. “to 
reduce disparities in development between different regions and more especially in relation to areas 
which have remained markedly backward.” In addition te the fact that the district of Mirzapur 
is not one cf the districts designated as.a backward district by the Planning Commission, it should be 
noted that it is not unlikely that if Hindaleo is permitted to develop.this plant, the demand for the 
product of the other caustic scda factory in the same district is likely to decline at least for a certain 
period of time.. There ate enough data to indicate that Kanoria Chemicals and Hindalco are in 
many respects complementary to each other and the former depends on the latter to a significant 
extent for the off-take of its output of caustic soda. If that outlet for sale is closed, it is not unlikely 
that it would take some time before other markets are established. In the meanwhile, production 
and. employmert in the existing factory of Kanoria Chemicals may suffer. On the other hard, if 
the demand fer caustic soda justifies setting up of further capacity of caustic soda in this district, as 
already indicated earlier, it would be better to-permit a specialist producer like Kanoria Chemicals 
to set it up. It does not therefore appear,that the proposal can be supported on this ground. 


4-25 There is another aspect regaiding the organisation of Hindalco which also merits 
consideration in this context. Hindalco has 26 per cent of foreign equity and, under the terms of 
the collaboration agreement, any additional equity proposed to be issued has also to be shated by. 
the foreign shareholders in the existing proportion. In any case, the advantage of the addition to 
capital assets and the resultant profitability will be shared in a proportionate manner by the foreign 
investors. Caustic soda is an industry which ‘s well established in India by now and no foreign. 
technical know-how or any othei assistance is necessary for the development of this industry. There 
is, therefore, no reason why the foreign shareholders should be permitted to participate in the develop- 
ment of a unit which can be set up entirely on the basis of Indian capital and Indian know-how. 
This in our view is an additional reason for disfavouring the present proposal. 


4:26 In this connection, it should also be noted that, as already mentioned in Chapter I above, 
the company has accepted that it may be assumed to be interconnected with 25 other undertakings 
mentioned there for the purpose of disposal of the present application. On this assumption the 
Company appears to be not only a very large undertaking by itself but, together with these inter- 


connected undertakings represents a very large concentration of economic power. The aim of the 
MRTP Act has been stated as tc be as follows :— 


*“that the operation of the economic system does not result in the concentration of economic 
power to the common detriment.” 


One the guidelines under section 28 reads as follows :— 


“to encourage new enterprises as a countervailing force to the concenttation of economic 
power to the common detriment.” 


Taking into account the implications of this guideline, it is clear that encouragement of new 
enterprise in the Chior-Caustic industry would be more appropriate than encouraging an existing 
and a very large . enterprise to take up the production of caustic soda and other related products. 
This guideline would indicate that unless there are overwhelming reasons tc the contrary in terms of 
other guidelines, Section 28 does not suggest that the proposal should be approved. Incidentally, 
it may also be mertioned that the Government itself has decided in respect of the development of 
Chlcr-caustic industry that further development in this industry need not take place under the auspices 
of Larger House. (Vide letter No. 5(29)/73-CH. IL dated July 22, 1973 from the Ministry of Petro- 
leurn and. Chemicals). ; 


4°27 Taking all the facts. and analyses mentioned above, the Commission has come to the 
conclusicn that the present proposal does not deserve to be supported. In view of this finding the 
Commission is nct going into a detailed analysis of the Scheme of Finance suggested by the applicant 
Company. 


CHAPTER V 
CONCLUSION AND RECOMMENDATION 


Our examination of the proposal made by Hindustan Aluminium Corporation Limited for 
establishing a new undertaking to manufacture caustic soda and other iclated products shows that 
the proposal cannot be supported in terms of the objectives and the considerations indicated in section 
28. of the Monopolies and Restrictive Trade Practices Act. It does not appear to us that the appli- 
cant’s requirements of caustic soda cannot be met except by setting up a captive unit for the production 
of caustic soda. At the same time, specially taking into account the assumption regarding the inter- 
connection of the applicant undertaking with 25 other undertakings and also the fact that ther2 is 
26 per cent foreign equity in the share capital of the SPP ean Company, it is our view that approval 
of the proposal would not be in consonance with the following specific guideline of the MRTP Act 
under Section 28 viz., ‘‘to encourage new enterprises as a countervailing force to the concentration 
of economic power to the common detriment.” The Commission therefore does not recommend 
the approval of the proposal. 


(Sd.) | | (Sd.) (Sd.) 
(H. K. PARANJAPE) (D, SUBRAMANIAN) (J. L. Narn) 
Member-Il Member-l Chairman 
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APPENDIX I 


Broad Shareholding Pattern of Hindalco 


Total number of equity shares and other shares carrying voting rights é 
Total No. o Equity Shares as on 31-12-70 ‘ . ‘ ‘ ‘ *  80,37,943 


- Analysis of shareholding as on 1-1 “1: 

(a) LA.C.,. Public Financial Institutions, Nationalised Banks and Insurance 
Companies era a . : ; . ; ot . 
LC. . . fe favre om . on eo. . . Po 1,00,768 


Unit Trust of India © + ee 3,534 
"Indian Guarantee & General Insurance Company Limited ’ ’ 35,000 
LC.LCI. - ae s ane | 228 ° : 7 . . . 37,521 
India Reinsurance Corpn. Ltd. - . ‘ : : . . : 9,545 
The New India Assurance Co. Ltd. : . . ‘ . ‘ . 62,000 
The New Great Insurance Co. of India Ltd. - . . . . . 5,010 
Ruby General Insurance Company Ltd. . . . : : . 25,412 
South India Insurance Co. Ltd. - : : . . ‘ ‘ 2 10,080 
Vulcan Insurance Company Ltd. ° ‘ ‘ ' ‘ . . . 2,612 
Dena Bank, Bombay - , : : ‘ : . ‘ ° 3,350 
Central Bank of India, Bombay - , 7 g ? ‘ ‘ ‘ 50,506 
Union Bank of India, Bombay . b : . s . 2,460 


TOTAL * 3,57,798 (4°45 %) 


(b) Members of the ‘group’ along with their relatives. 


Shri Aditya Vikram Birla + ¢ 7 : . 10,251 
—do— 24,000 
Smt. Anusuya Devi Taparia : 2 . 7 ‘ : * ¢ 4,440 
| 2,000 

Shri B.K. Birla ‘ . . : : : ‘ : , . 3,700 
i 6,060 

| 4,622 

. | 20,000 

Shri B.L. Newar . . . . . . : : . . 3,600 
Shri Babu Lal Newar ‘ : ‘ . ‘ : . . : 9,150 
Shri Basant Kumar Jhawar- ‘ : ‘ . : . ‘ ‘ 3,350 
Shri Bharat Kumar Tapuria . . : ‘ : : : 2,040 
Smt. Jayashree Mehta “4,448 
Smt. Jyotana Poddar 6,100 
Shri K.K. Birla - : ‘ : : ‘ . . : ' : 17,970 
1,000. 

Shri Lakshminiwas Birla . . 7 . 13,400 
Shri M.P. Birla 7 : : ‘ ‘ : : . ‘ * ¢ 7,250 
{ 79,000 

Smt. Laxmidevi Newar 4,350 
Smt. Kamala Devi Mantri - 6,250 
Smt. Rajshree Birla 6,700 
Smt. Sarala Birla - 24,000 
Smt. Sheela Newar 5,400 
2,600 


Smt. Sumangla Birla - 
Smt. S.K. Birla - : . 5 “ 2 . . . 1,000 

Shri D.P. Mandelia : . 7 : : . : : 2,680 ; 
TOTAL *  2,75,368 (3-4 %) 


(c) 


(d) 
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Inter-corporate investments controlled by the ‘Group’. 


Aditya Investments Pvt. Ltd. . . . ‘ . . . 15,410 
—do— 5,000 
(through Canara Bank Calcutta) 
East India Investment Co. Ltd. . 13,000 
Industrial Trust Ltd. . . ° 34,500 
Jayant Investment Corpn. Pvt. Ltd. = * 36,180 
—do— (through UCO Bank, Calcutta) 50 
Jiyajee Rao Cotton Mills Ltd. - . . . ° 3,26,893 
Kamal Trading Co. Pvt. Ltd. . ‘ ‘ . : . 13,383 
Pilani Investment Corpn, Ltd. - . . . . , 3,46,162 
The Punjab Produce & Trading Co. Ltd. 8,894 
Shekhawati General Traders Ltd. . . . ‘ 5,650 
Sutlej Cotton Mills Ltd... = > . . . . : 9,39,992 
—do— (through UCO Bank, Calcutta) . . ‘ $0,000 
Sutlej Cotton Mills Supply Agency Ltd. . : : ‘ ° 1,61,336 
Godavari Corpn. Ltd. (through UCO Bank, Calcutta) - : . 67 
Asian Distributors Ltd. (through UCO Bank, Calcutta) - 134 
TOTAL : - 19,56,651 (24.34%) 
Shares controlled by the ‘group’ although registered in the names of trusted 
employees/banks/registered societies/trusts along with=reasons indicating 
control. 
(i) Shri A. L. Goenka ‘ . ; : . ‘ ; ‘ 4,340 
_ Shr iGoenka is a trusted employee of the ‘group’ as would be seen from 
the details given in item (1) of Annexure ‘EB’ relating to M/s. Birla 
Bros. Pvt. Ltd. The shares in question are held by him on__ behalf 
of Mahadevi Birla Memorial Charity Trust Shares are, therefore, con- 
sidered as controlled by the ‘group’ 
(ii) Shri Babu Lal Biyani ; ; ¥ : , : : . 8,300 
Shri Biyani is a trusted employce of the ‘group' as would be seen from 12,391 
the details given initem (1) of Annexure ‘E’ relating to M/s. Kamal Tra- 5,480 
ding Company Pvt. Ltd. he held 8,800, 12391 and 5480 shares of M/s. 
Hindustan Aluminium Corporation Ltd., on behalf of Aditya Vikram Bir- 
la Family Trust, Birla Academy of Art and Culture, and Kumaraman- 
galam Birla Trust respectively. All these.trusts are controlled by the 
‘group’. These shares are, therefore, considered as controlled by 
the ‘group’. It may be mentioned here that M/s. Birla Academy of Art 
and Culture had granted proxies in favour of Shri A.V. Birla/B.B. 
Khaitan for the Annual General Meeting of M/s. Hindustan Aluminium 
Corporation Ltd. which was held on 7-6-71. 
‘iii) Birla Institute of Technology & Science, Pilani. . ' 2,37,414 
This Institute, has been considered as controlled by the ‘Group’. The 
shares in question are, therefore, considered as controled by the ‘group’. 
(iv) Shri K.P. Singni , . . : : . : ‘ . 3,500 
He is the President of M/s. Sirpur Paper Mills Ltd. and Senior Execytive 
in M/s. Orient Paper Mills Ltd. He is also a trustee in Shashi Kant 
Trust, a trust controlled by the ‘group’. He is,a trusted employee of the 
‘group’ and is holding these shares on beha*f of Pilani Foundation, 
another trust controlled by the ‘group’. The shares in question are, 
therefore, considered as controlled by the ‘group’ 
(v) United Commercial Bank, Calcutta 1,000 
1,550 
3,082 
9,849 
29,609 
The Bank has intimated that 1000, 1550, 3082, 9849 and 29609 shares 
were held by them on behalf of Sukriti Trust, Viswa Mangal Trust, 
Manjushree Charity Trust, Jaya Shree Charity Trust and Birla Academy 
of Art and Culture respectively. Ali the aforesaid trusts are controlled 
by the ‘group’ and as such the shares held on their behalf are considered 
as controlled by the ‘group. ‘ 
TOTAL 3,17,015 (3:94%) 
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(ce) Foreign Collaborators. 
M/s. Kaiser Aluminium Chemicals Corpn. (USA) ee : : + 19,82,530 





MIs. Kaiser Aluminium & Technical Services (USA). * : * — 4,60,800 
TOTAL . 21,43,330 (26: 67%) 
3. Percentage of voting power controlled by the group 2(b) + 2(d). _—— — 
2(b) + ; ‘ ‘. : : ‘ $ Fi 4 . . + 2,975,368 
2%) - . . - és A 7 ‘ o 7 7 . *  19,56,651 
2(d) - ‘ ‘ - < - . ‘ , ‘ . * 2+ 317,015 


ToTaL + 25,49,034 (31-71%) 





Source:—The Final Report on Birla Interconnection. by the Director of investigation, 1973. 
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APPENDIX II 
Extracts of letters received from Hindustan Alummium Corporation Ltd., and Kanoria Chemicals Ltd. 
1. Extracts of letters dated July 31, 1973 from Hindalco. 


_, Our Aluminium Plant, where we propose to put up the Caustic Soda Plant, is 100 miles in the 
interior in Mirzapur District and is a very remote place. This area is backward both in respect of in- 
dustry as well as economic conditions and setting up of the new plant will provide employment oppor- 
tunities to the people of this area and improve their economic conditions. Mirzapur may not be 1n the 
list of 200 backward districts, but it is a known fact that this is one of the most backward areas adjacent 
to the packward areas of Madhya Pradesh and Bihar. Besides, since the production is for our own 
consumption and not with the intention of ente1ing into the business of Caustic Soda, the very 
objection that the plant is not being proposed in industrially backward arvadoes not stand. Weare 
surprised M/s Kanorias contending that evenit is nota backward area sinceif this were so, we 
wonder why M/s Kanoria Chemicals should be allowed to put up the Caustic Soda plant in this area. 


If, according to their views, this area is not backward, thea their proposed expansion should 
be in some other backward area and not heie. 


For the setting up of Caustic Soda Plant, there is no proposal for issue of any additional capital: 
hence M/s Kanoria Chemicals’ objection do not stand. Moreover, the foreign participation in equity 
is of very low percentage, and since devaluation of Rupee, the dividend income of the foreign collabo- 
rators after deduction of Income Tax, in terms of Dollars, had automatically greatly reduced. As the 
proposed plant will be a captive plant, M/s _Kanoria Chemicals’ onjection has no relevance since 
the foreign share-holders will ve getting only. dividend-in the normal course of business and there 
is no additional drain on foreign exchange with the amount of dividend paid in the normal course. 
In fact, in view of Government already allowing expansion of the Aluminium capacity 
from 60,000 tonnes to 120,000 tonnes involving expenditure of about Rs. 50 crores, 
this contention bccomes meaningless. Primarily, the proposal is for the production 
of Caustic Soda, which will be consumed for the manufacture of aluminium. The 
items like chlorine, benzene bexachloride, hydrochloric acid etc. are only the bye-products. There 
is acute shortage of all these ifems in the country and it will not be a reasonable proposition to 
waste the by-products. Hence, once che Caustic Soda-plant is commissioned, these by-products will 
be supplied tothe small industrial units which can be developed in this area and which wil! be consu- 
ming these items has their raw material. This will further help the industrial development of this 


area and provide not only employment opportunities to this industrially backward area, but will also 
bring prosperity to it. 


Due to non supply of Caustic Soda by M/s Kanoria Chemicals, our production has suffered to 
a considerable extent. Not only that M/s Kanoria Chemicals are not supplying to our full require- 
ment they are not even supplying the confirmed contracted quantity on one pretext or the other. In 
the last six months ie. from January to June 1973, against our contracted quantity of 6,900 
tonnes, they have supplied only 4,243 tonnes. This quantity of Caustic Soda supplied by M/s Kanoria 
Chemicals is far below out normal consumption and is hardly 50% ofour requirement. Due 
to their failure in supplying Caustic Soda to our requirement, we had to reduce the production 
of alumina to a very considerable extent. In fact, we have lost production of almost 
20,000 tonnes of alumina in the last. six months. What makes the pcsition still more 
setious is the reports we get ftom normally reliable soutces that rather than supplying 
the Caustic Soda to the direct consumers, they sell the samein the open market to the 
resellers and forced the consumers to purchase from the open market at a very high premium 
rate. In fact, we purchased almost 1,300 tonne of caustic soda from the ope: market at an exor- 
bitant rate and have paid even upto Rs. 3,300/-per tonne againsc the price of Rs. 1,110/-per tonne 
fixed by the Alkali Manufacturers’ Assn. of India. Evenin the norma! course, M/s Kanoria 
Chemicals do not supply the material at prices fixed by the Alkali Manurfacturers’ Assn. 
of India, but charge an additional Rs. 100/- per tonne plus Excise Duty and taxes on that and are 
taking undue advantage of being the monopoly producers in this area. In addiiion to the extra 
premium being charged, as mentioned above, they are also charging from us Rs. 62/- per tonne 
on Causiic Soda by way of handling and transportation charges. We will like to mention that their 
Caustic Soda plant is located hardly 2Kms. away from our factory and for transporting the Czustic 
lye from this much distance, they charge Rs. 62/- per tonne, whichis an ex-o1bitantly high and 
unreasonable rate. Knowingly that this is an exorbitant rate, when we proposed to have ourown tran- 
sport arrangemem, they declined to accept the same. In other words. with the extra surcharge and 
ex-orbitant transportation charges, the price of Caustic being charged by M/s Kanoria Chemicals 
is about Rs. 200/ per tonne higher than Aesoeiation price. This shows how they are trying to take 
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undue advantage of their monopolistic position, since Caustic Soda is in short supply and M/s. 
Kanoria Chemicals are in a position to dictate their terms being the sole supplier in this area. For 
the production of aluminium, the selling prices of which are fixed by the Government, it proves very 
costly to purchase Caustic Soda from such parties who charge such an exorbitant rate and do ‘not 
supply at the price fixed by the Association. 


Ours is a primary aluminium manufacturing unit for which Caustic Soda is a very important 
raw material and it will not ve desiravle that we remain dependant only on one supplier. For any 
interruption in their production, for whatsoever reason, our supply is reduced and this forces us to 
go to the open market for purchases at an exorbitant rate. . This irregular and short supply reduces 
our production considerably and disturbs the entire system. 


Note:— This letter was received in reply to the Commission’s letter dated July, 1973 intimating the Company the 
gist of the objections raised by Kanoria Chemicals and Industries Ltd. . ; 


2. Extracts of the letter dated August 12, 1973 received from Kanoria Chemicals & Industries Ltd., 


It may be mentioned that the various points raised by Hindalco in their letter of 31st July 
1973 came up for discussions at the time of public hearing on 9th instant. Shri Desai on behalf of 
Hindalco admitted before the Commission that the Agreement for the supply of caustic soda from 
Kanorias specifically provided a clause for proportionate reduction in supplies on account of Power 
Cut and that Hindalco’s supplies have only been cut to the extent of power cut in U.P. i.e. 25% cut 
from August 1972 and 40% cut from February 1973. It was admitted by Hindalco that Kanorias 
have been regularly supplying to them the quantity contracted in full and the proportionately reduced 
quantity after the Power Cut in July 1972 and that Hindalco have no grievance against Kanorias 
on that account. We believe that it was clearly understood that Hindalco’s allegations and aspertions 
contained in the said letter against Kanoria stand withdrawn. 


We also enclose herewith a Chart showing the contracted quantities and supplies of caustic 
soda made to Hindalco during the last five years. This chart is marked Annexure (A). It shows that 
Kanorias have maintained steady supply of contracted quantities of caustic soda to Hindalco save 
and except during the years 1972 and 1973 when contracted quantities were pro rata reduced as 
per terms of the agreement on account of the imposition of the Power Cut by the State 
Govt. under DIR. 


On October 21, 1967 vide our letter No. KC/Sales/9814 we enquired from Hindalco as to their 
requirement of caustic lye during the calendar year 1968 in order to plan our sales for this period. 
In reply, they intimated that their requirement during the said period will be @1100—1200 tonnes 
per month vide their letter No. RM-20/957 dated 26th October 1967. However; Hindalco reduced 
their purchases from us to about 700 tonnes per month from April 1968 to October 1968 as_there 
was a glut in the supply position of caustic soda at that time. In fact, they took only 700 tonnes 
per month. Even this 700 tonnes was accepted vy them after great persuasion and request by us. 
During this period, Hindalco increased their purchases from Saurashtra Chemicals, Porbander, 
which is a unit of Birla Jute Mfg. Co., one of the Companies with which it has admitted interconnection 
for the purposes of this application. 


Significantly, in 1971, at the time when Hindalco made this application for establishing a caustic 
soda plant, there was no shortfall in the supply position of caustic soda. The complaint that they 
are presently not able to get their caustic soda requirements is due merely to the fortuitous circums- 
tance of the unprecedented power crisis which arose after the application was made. This ground is 
obviously an afterthought. 


Hindalco have stated that their production of alumina has suffered in 1973 due to non-supply 
of caustic soda by Kanorias. It is regretted that they have not placed the true facts before the Commis- 
sion. Kanotias have regularly supplied the quantities as contracted and this the learned Counsel 
for Hindalco had to admit and concede at the hearing on 9th of August. Moreover, Hindalco should 
have shown the effect of the alleged non-supply of caustic seda from Kanorias on their production 
of aluminium metal as alumina is only aa intermediate product for the production of aluminium. 
In fact, Hindalco have had surplus production and have maintained stocks of alumina which is also 
given occasionally to Indian Aluminium. ‘There was a Power Cut in U.P. from 6th August 1972 at 
25°% which was increased to 40° from 8th February 1973 and to 50% from Ist March 1973 in case 
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of Hindalco. To the extent they draw their supplies from U.P. State Electricity Board (their agree- 
ment is for 55 MW) their production was bound to suffer. This Power Cut would proportionately 
affect their production of aluminium and consequently their requirement of caustic soda. 


In any case, as far as supplies of caustic sodi from us.is concerned, Hindalco was aware of 
the contracted quantities receivable py them from us after the power cut. Furthe, they command 
through their interconnected firms quite a sizeable production of caustic soda. From one of these 
firms they had also made purchases at the time of depression in the past as indicated above. 


Hindalco’s consumption of caustic soda is @17% of aluminium metal and on this basis their 
requirement even on a capacity of 80,000 tonnes should be 13,600 tonnes per annum, without taking 
into account the severe Power Cut. This requirement will increase to about 16,200 tonnes per annum 
as and when additional power is made available to them for producing 95,000 tonnes of aluminium per 
annum. Even when Hindalco’s capacity 1s raised to 1,20,000 tonnes per annum for which some 
further sanction of Government regarding import of necessary equipments etc., would be required 
their caustic soda requirements would be about 20,400 tonnes perannum. If Hindalco are permitted 
to manufacture 26,000 tonnes of caustic soda as per their application they would have a surp!us of 
about 5,600 tonnes available for sale. If they aie permitted to manufacture 33,000 tonnes per annum 
the surplus available for sale would increase to about 12,600 tonnes per annum. 


It would thus appear that Hindalco, if it is permitted to instal an economic plant of 66,000 
tonnes, would have a staggering surplus of about 45,600 tonnes of caustic soda available for sale. 
The theory of the plant only for captive consumption thus falls to the ground. 


If 26,000 tonnes of caustic soda is manufactured about 22,800 tonnes of chlorine will necessarily 
be produced. Of the said quantity of 22,800 tonnes of chlorine only a fraction is proposed to be 
utilised by Hindalco. Their present consumption of chlorine is avout 25 tonnes per annum and even 
the maaufacture of Benzene Hexa Chloride and Stable Bleaching Powder will only consume about 
3200 tonnes of chlorine, thus leaving a surplus of about 19,000 tonnes of chlorine per annum. If they 
are permitted to have a caustic soda plant of 33,000 tonnes or 66,000 tonnes per annum there will 
be a consequential increase in the production of chlorine. To utilise this surplus chlorine, Hindalco 
will either have to establish a large chemical complex for manufacture of items such as PVC, Chlori- 
nated pesticides, Chlorinated Hydro carbons, Chtorobenzene and Toulene etc., or in the alternative 
iacur heavy recurring expenditure in neutralising its poisonous effect. 


As regards the surcharge of Rs. 100/- the prices indicated by the Alkali Manufacturers’ Asso- 
ciation are on the basis of average cost of production of member-units. The present rates are based 
on the returns of cost of raw materials submitted by the member-uniis pertaining to the period July- 
September 1972. Sait is the essential raw material for the manufacture of caustic soda and a majority 
of caustic soda manufacturing units are situated near the salt producing areas. The factories situated 
in the eastern and central region of India have to bear a higher cost per tonne of salt. Presently, 
five factories viz. 


1. Hindustan Heavy Chemicals Ltd., 
Khardah (Calcutta) 


2. Jayshree Chemicals Ltd., 
Ganjam (Orissa) 


3. Alkali & Chemicals Corpn. of India Ltd., 
Rishra (Calcutta) 


4. Kanotria Chemicals & Industries Ltd., 
Renukoot (U.P.) 


5. Hukumchaad Jute Mills Co. Ltd., 
Amlai (Madhya Pradesh) 


are situated in this region which manufacture caustic soda entirely for regular sale in the market. 
The average landed cost of salt for the industry, as a whole, as worked out by the Association 1s Rs. 
87.84 per tonne although the individual! cost of salt of member-unit varies from Rs. 35 to Rs. 158.62 
per tonne. The landed cost of salt for our factory as in July to September 1972 was Rs. 137-98 per 
tonne as compared to the Association’s average of Rs. 87.84 per tonne i.e. a difference of Rs. 47.14 
per tonne. As per norms adopted by the Association 1.91 tonnes of salt is required for the manu- 
facture of one tonne of caustic soda and as such the incidence of cost of salt in our case would amount 
to Rs. 257.81 as compared to the Industry’s average cf Rs. 167.77 ie. Rs. 90.04 higher. 
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We would like to add that out of our landed salt cost of Rs. 134.98 per tonne the price of 
‘salt does not exceed Rs. 30/- per tonne and the balance cost is an account of tiansportation. Thus 
instead of the consumers transporting caustic soda from factories situated near salt we are trans- 
porting salt to larger distances and making available supplics of caustic to them in our region. 


According to Hindalco we ate charging Rs. 62/- per M.T. as transport charges for 4 short 
distunse of 2 KM only. This is a misleading statemeni. In fact under our contract with Hindalco 
we charge only Rs. 15/- per tonne of lye as transport charges. Since caustic soda lye consists of only 
about 48% NaoH the transport of one tonne of 109% NaoH involves the transport of 2:1 tonnes of 
lye and the cost thus works out to about Rs. 31/- on 100% NaoH. The contract also provides for 
delivery charges @Rs. 15/- per tonne of lye. This will alzo work out to about Rs. 31/- per tonne 
in terms of 100% NaoH. The distance by road between our factory and Hindalco is about 35 Km 
but the same is not so important in view of the fact that considerable time of the truck is consumed 
in loading, unloading sampling, analysis by both factories and other excise formalities etc. and tke 
period for which the truck is engaged for each trip becomes the dominant factor. 


Further lye has to be transported in special tankers and once they are mounted on the trucks, 
same cannot be used for any other purposes. Maintenance charges on such tankers are also very 
heavy as they require regular cleaning. painting etc. These charges further are, inter alia, to cover 
the cost of delivery, losses it the time of filling and in transit, payment of overtime, risk of accident 
on damage during transit etc. 


In view of our responsibilities of delivery and transport of caustic soda to Hindalco we have 
to keep the very close supervision and strict vigilance so that the risks undertaken by us do not invo've 
us into any huge losses. As a matter of fact, the nature of risks carried is such that inspite of the 

est of our efforts during the last few years we have compensated Hindalco to the tune of Rs. 20,000/- 
or more per yeat on account of our transport and delivery charges. 


We would like to submit that we undertake the transport and deiivery of our products not to 
make any profits on the same but as a measure of prudent business. The manufacture of caustic soda 
involves the use of mercury in the cel!s which is constant'y handled by the workers. At present accord- 
ing to the market value avout Rupees One Crore worth of mercuty is in the cell house and strict 
security measures have to ve enforced. We do not, therefore, wish to give access to persons not . 
within our control in the factory premises. Further our undertaking delivery at customers’ plant 
helps to promote harmonious business relationship and minimise the scope for complaints or the 
risk of accumulation of stocks. 


ANNEXURE ‘A’ 
Kanoria Chemicals & Industries Ltd. 


Chart showing contracted quantities and supplies of Caustie Soda made to Hindalco 

















Period Quantity Supplied Excess| Deficit 
M.T. M.T. M.T. 
1969 (Dec. 68 to Dec. 69) ‘ : 11700 11,357 — 343 
1970 7 a . : a : 11,400 11,645 Plus 245 
1971(a)* : . : ‘ . 10,200 10,459 Plus 259 
1972 : ‘ . ‘ : 11,361*(b) 11,457 Plus 96 
1973 (Jan. to July) ‘ ‘ ‘ 5,002*(c) 4,983 _ 19 
REMARKS 


*(a) Hindalco’s application for licence for Caustic Soda was made in June 1971, 

*(b) Although the contract was for 12750 tonnes, this quantity was pro rata reduced due to imposition of 25% 
power cut by U.P. Government under D.I.R. with effect from August 1972. , 

*(c) Although the contract for supply during the period January to July provided for supply 8050 tonnes this 
quantity was pro rata reduced due to imposition of 25% power cut by U.P. Government under D.LR.. upto 
January 1973 and 40% cut thereafter. 


305 
3. Extracts from letter dated August 14, 1973 received from Kanoria Chemicals & Industries Ltd. 


For the sake of keeping the record straight, we deny Hindalco’s allegations that we sell caustic 
soda in the open market to the resellers and force the consumers to purchase the same fiom the open 
market at a very high premium rate. All oui sales are made to bona fide consumers and authorised 
dealers only in accordance with the well estaolished selling practice prevailing both in private and 
puplic sector as also in the caustic soda Industry at fair and reasonaple rates fixed by the Company. 
We take strong exception to all false and baseless allegations and insinuations contained in 
Hindalco’s letter dated 31st July, 1975 and emphatically deny the same. 


4. Extracts of the letter dated August 20, 1973 received from Hindalco. 


It has to be seen whether the power cut has actually lowered the production of Kanorias in the 
same ratio as out supplies have been reduced. On all relinble accounts, in fact, the production of 
Kanorias during the period, has not suffered to this extent and their supplies to other parties have 
not been curtailed to the same extent as that of ours. 


It is also pertinent to note that power cut in U.P. has been a constant feature for the last seven 
years, and the position is not likely to improve in the near future. Even during this year of plcaty 
rains, there is a nearabout drought in the concerned district whe-e Kanorias have their facro.y, resulting 
in severe power cuts continuing in the future. This is bound to affect the supplies of Caustic Soda 
by Kanorias to us. 


If we are allowed to set up our Caustic Soda Unit, drain on UPSEB’s scarce power resources 
will be lessened to that extent, since all the power required for the purpose will be made available 
to us from our own captive power unit, and any such surplus power with the Electricity Board could 
be made available to other industries, as well as for irrigation purposes. Thus the above proposal 
is essentially conducive to public interest. 


Kanorias have contended that in the year 1968, we reduced our purchases from them to about 
700 tonnes per month fiom April 1968 to October 1968 and that we had increased out purchases 
from Saurashtra Chemicals. In this connection we had to observe that during this period on account 
of glut ic the Aluminium market, our Company had to reduce the selling prices of Aluminium by 
about 10% apart from giving attractive credit facilities to our customers. In fact, about 20% of 
our total production of the value of about Rs. 5 crores was exported at a price 30% less than the 
domestic prices, in order that stocks of aluminium lying with the Company cou'd be liquidated. Due 
to this position, there arose the necessity to carry out all round economies, and as a measure of such 
economy, the Company had to purchase raw materials from whatever sources which were available 
at cheaper rates than what Kanorias were supplying and one such source was that of Saurashtra 
Chemicals. The average landed cost of caustic soda supplied by Kanorias during this period was 
Rs. 1000.56 as compared to Rs. 949.12 per tonne of Saurashtra Chemicals, Porbandar, Gujarat. 
Fven before diverting part of our purchases to Saurashtra Chemicals, we requested Kanorias to 
reduce their prices, but when no heed was paid by them, we had to take recours, to cheaper source 
of supply from Saurashtra Chemicals. 


For running the Alumina Plant at full capacity only 4% approximately of our total power 
supply is aecessaly. The operation of the Alumina Plant is a continuous process and the same can- 
not be stopped. Even if production is discontinued, power will still be required to maintain the 
temperature of the process liquor and to keep the material agitated, so that there is no damage to 
the equipment or the material in process. But even in such case only 40 to 50% of the above men- 
tioned 4% power is required and not more. In other words, about 2% of our total powex require- 
ment is necessary just to keep the process alive, the balance 2% power being required for production 
of Alumina. With the Company having its owu power plant, there is no difficulty at all in ensuring 
production of the installed capacity of Alumina, provided the Company is ensured of the adequate 
supply of raw material Caustic Soda. _It is also pertinent to note that inspite of the power cuts 
in the past yeais viz., in the years 1971 and 1972, production in the Alumina plant was not reduced, 
as there was sufficient availability of Caustic Soda dusing the relevant years, some quantity having 
been impoited and/or purchased at exorbitant rates from the open market. Thcre is no doubt there- 
fore that production of Alumina suffered during the year 1973 only due to the non-availability of 
Caust'c Soda in sufficient quaatities, and in particular due to the fact that Kanorias could not fulfil 
their contractual obligations in the circumstances explained above. . 
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With regard to the contention that we can command through our interconnected firms quite 
a sizeable production of Caustic Soda and thai from one of such firms we had also purchased at the 
time of depression in the past, we invite the Commission’s attention to what is stated above concerning 
the circumstances in which during the year 1968 Caustic Soda in a higher quantity was purchased 
from the aforesaid Saurashtra Chemitals. It cannot be forgotten that assumption of interconnection 
is only for the limited purpose of assuming concentration of economic power, and this assumption 
does not mean that the supplies of Caustic Soda by such assumed interconnected concerns would be 
assured to the Company. These interconnected untertakings have also their own coatractual obli- 
gations with the outside parties, which are hard to fulfil in view of the proven shortage of this import- 
ant 1aw matetial ia the country, past, present and future, up to the énd of the Sth Plan Period as is 
disclosed by the DGTD to the Commission at the Jast heariig. In fact as is seen from the aforesaid 
Annexure (B) Saurashtra Chemicals has, prior to the hearing of this application pleaded its inability 
to meet the increased demand of the Company. 


With reference to paragraph 5 of the said letter, it is not correct to state that our consumption 
of Caustic Soda is at 17% of Aluminium metal. In fact during the year 1971 and 1972 it was higher - 
than this figure. It has an increasing tendency, since the per ton consumption of Caustic Soda 
depends upon the quality of bauxite and it silica content. The higher the silica content, more is the 
caustic consumption. Our consumption at present is less as compared to the other producers of 
Aluminium in the country. As the mines become older, the bauxite quality deteriorates and the silica 
contents rise high. Our good quality bauxite mines are getting exhausted, and there is a certain 
possibility of our using in future inferior bauxite having high silica content. This will consume 
more Caustic Soda, apart from the fact that account has also to be taken of 25 % extra production 
beyond the licenced capacity. Presuming that our production will be 1,50,000 tonnes of metal and 
even if caustic consumption is taken at 20% our requirements of caustic soda would be 30,000 tonnes 
per annum, which is considered to be more or less an economical and a viable unit. 


With regard to the application for the manufacture of Hydrochlorine Acid, Benzene Hexa 
Chloride and Stable Bleaching powder, the same have been preferred only with a view not to waste 
chlorine which will be a co-product of Caustic Soda. It has to be considered whether the Aluminium 
industry should be starved of this important raw material—Caustic Soda, just because the manu- 
facture thereof entails necessarily the manufacture also of chlorine and the aforesaid resultant bye- 
products. As stated in the appliction and even at the hearing, the Company is primarily interested 
in the manufacture of caustic soda to meet one of its important raw material requirements, and just 
because incidental bye-products and co-products are manufactured as a result of the scheme, it will 
not be in the public interest to starve the Aluminium industry of this raw mterial, specially considering 
the production figures of Caustic Soda in the country, past, present and future, and as per the analysis 
made by the DGTD. 


The Company would also be prepared not to undertake the manufacture of these bye-pro- 
ducts if the Commission so desires, for it is not the intention of the Company to do business in 
any of these commodities, the prime intention being to manufacture Caustic Soda. 


It may also not be out of place to mention that even new industries could be set up in this back- 
ward region for the utilisation of chlorine and the aforesaid bye-products which would be manufactured 
by the Company as a result of the implementation of the scheme. 


With reference to paragraph 7 of the said reply and the contentions regarding the surcharge of 
Rs. 100/- per tonne charged by Kanorias, we respectfully submit that the Association prices are fixed 
after taking into consideration all the factors which apply to different units in the country manufactur- 
ing Caustic Soda. Whilst the Association fixed the selling price of the Caustic Soda per tonne as 
applicable to all its members including Kanorias, the Association did take into consideration the fact 
also that Kanorias had to incur higher charges for the purchase of salt as compared to the other 
manufacturers of Caustic Soda in the country. At the same time, the Association also took into 
consideration the fact that the rates in respect of other items, such as power, applicable the to Kanorias 
were far less as compared to those paid by the other manufacturers of Caustic Soda in the country 
where the rates relating to power are high. It is also to be borne in mind that Kanorias save a lot in 
respect of selling expenses as compared to other manufacturers in as much as the bulk of the supply 
is made only to us and our Company is situated only 2 Kms. from their factory. One factor therefore 
off-sets the other, and it is after taking all these into consideration that the Association fixes the uni- 
form price for all the manufacturers. If it were to be otherwise, where would be the basis for the 
Association to resort to an uniform price? 


With further reference to the said paragraph and with regard to delivery and transport charges - 
the fact that M/s. Kanorias have chosen to maintain the delivery department of their own is no justi- 
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fication to charge us exorbitant rates. Specially when we are prepared to take the delivery outselves. 
With regard to the delivery charges being kept at Rs.'115/- per'metric tonne upto February 1968, 
the very fact that subsequently, the same was reduced to Rs. 65/- shows that this figure was apparently 
on a very high side, and considering the distance involved even Rs. 62/- per tonne presently charged 
is on a high side. It may be stated that the aforesaid sum of Rs. 62/- per tonne is comprised of. Rs. 
-31/- for delivery charge and Rs. 31/- for transport charge. It may be stated that Hukumchand Jute 

Mills Ltd., are not charging any delivery charge and Saurashtra Chemicals are charging only Rs. 
15/- per tonne for handling and incidental charge as against the charge of Rs. 31/- per tonne made by 
Kanorias as delivery charge. In addition to the above an amount of Rs. 31/- per tonne for transport- 
ation for a short distance of 2 Kms is being charged by Kanorias. This is certainly exorbitant even 
if loading, unloading and detention for testing purposes are to be taken into consideration. The 
refusal of Kanorias to accede to our request to lift the Caustic Soda from Kanorias’ factory bears an 
eloquent testimony to the advantage which they. seek to obtain from us by imposing these charges. 


With regard to the reference to the use of mercury in the cells which is a risk trotted out by 
Kanorias in respect of delivery and transport it may be stated that mercury is always in the-process of 
manufacture and there is no apprehension of its being stolen so easily as is made out by Kanorias. 
It is also possible for Caustic Soda to be transferred by pumps and stored in tanks away from the 
manufacturing process from where it can be drawn by the transporters. The excuse therefore trotted 
out is too lame to be believed and can hold no justification. It is also untrue that Kanorias under- 
taking delivery at customers’ plant would help to promote harmonious relationship or minimise the 
scope for complaints or the risk of accumulation of stocks. In fact in the present cause it is to the 
contrary. : 


It is denied and most emphatically that-our,Company has any better source of supply for 
Caustic Soda as compared to the other manufacturers of Aluminium Industry. It is also to be borne 
in mind that all other manufacturers of caustic soda are situated at considerable distance from the factory 
of our Company, and the acute wagon shortage in the country considerably affects the timely and ade- 
quate supply of this important raw material from such distant sources. This factor has also to be 
taken into consideration in the light of the policy of the Government to reduce strain on rail trans- 
port. 


ANNEXURE (B) 
Saurashtra Chemicals 
Porbandar-2 
Gujarat 
May 5, 1973 


Sales/GDT/3607/73 

Messrs. Hindustan Aluminium Corpn. Ltd., 
P.O. Renukoot, 

Dist. Mirzapur, U.P. 


Attn: Mr. A.K. Agrawal 


Dear Sirs, 


We thank you for your Express telegram dated 4-5-1973 addressed to Shri V. M. Maheshwary, 
reading as under: 


“IN APRIL AGAINST OUR ORDER OF HUNDRED TONNES ONLY 29 TONS CAUSTIC 
SODA DESPATCHED STOP ALSO UNDERSTAND THAT OUR REGULAR 
MONTHLY QUOTA HAS BEEN REDUCED TO 80 TONS STOP YOUR WILL 
PLEASE APPRECIATE WE HAVE BEEN PURCHASING HUNDRED _ TONS 
CAUSTIC SODA EVERY MONTH FOR LAST MANY YEARS STOP IN FACT 
WHEN THERE HAD BEEN SURPLUS CAUSTIC SODA THAT HAD BEEN DIVERT- 
ED TO HINDALCO AND WHENEVER THERE WAS RED CAUSTIC SODA THAT 
WAS ALSO PURCHASED BY HINDALCO STOP THIS REDUCTION OUR QUOTA 
WILL AFFECT OUR PRODUCTION MORE SO WHEN WE ARE PURCHASING 
REGULARLY THIS PRODUCTION IS NOT REASONABLE STOP WE HAVE 
ALSO INTIMATED TO YOU OUR INCREASED REQUIREMENT STOP INSTEAD 
OF INCREASING OUR QUOTA PRODUCTION AT THIS STAGE RATHER 
SURPRISING STOP REQUEST DESPATCH AT THE RATE OF HUNDREDTONS 
A MONTH REGARDS—AGARWAL” 
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Kindly note that we have suffered substantial loss of production in the month of April and our 
production will also below in the. coming few months on account of acute shortage of sweet water. 
The frequent power restrictions imposed by the State of Gujarat are also further aggrevating the pos- 
ition. It was only on account of powner cuts in the State of Gujarat your quota of caustic soda has 
been reduced from 100 tonnes. to 80 tonnes. It is needless to mention that even we are finding it 


toe to fulfil our existing commitments on account of various factors adversely reflecting on our 
production. 


F Placed under the circumstances it will not be possible for us to increase your caustic soda allo- 
cation. 


As regards despatches of caustic soda against your April and May quota we are trying to com- 
plete the same as early as possible but before that we would once again request you to see that the 
overdue interest due to us is remitted by you at the earliest. 


Thanking you, 
Yours faithfully, 


for Saurashtra Chemicals 
Sd/- Sales Manager. 


No. 2/14/71-M(1) 
GOVERNMENT OF INDIA 
MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of application dated 29th June 1971 received under Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969 from Hindustan Aluminium Corporation Ltd. for 
the establishment of a plant at Dudhi, Mizapur District, U.P. for the manufacture of— 


26,000 M/T Caustic Soda; 

13,000 M/T Liquid Chlorine; 

20,000 M/T Hydrochloric Acid (Comml Gr.); 
2,000 M/T Stable Bleaching Powder; 

3,000 M/T Benzene Hexa Chloride. 


Hindustan Aluminium Corporation Limited (hereinafter referred to as the ‘applicant company’) 
submitted on the 30th June 1971, an application dated the 29th June, 1971, under section 22 of the 
Monopolies and Restrictive Trade Practices Act, 1969 (hereinafter referred to as the ‘the Act’) for 
the establishment of a Plant at Dudhi, Mirzapur District, U.P. for the manufacture of 26,000 M;T 
Caustic Soca; 13,000 M/T Liquid Chlorine; 20,000 M/T Hydrochloric Acid (Comml. Gr.); 2,000 . 
M/T Stable Bleaching Powder and 3,000 M/T Benzene Hexa Chloride. 


2. The Central Government on the basis of the information available with it, was of the 
opinion that the order under Section 22(3)(a) of the Monopolies and Restrictive Trade Practices Act 
according approval to the propesal for expansion could not be made without a further inquiry. 
Accordingly, it referred the application to the Monopolies and Restrictive Trade Practices Com- 
mission under section 22(3)(b) on the Ist Octover, 1971 for an inquiry and report. The commission, 
after careful consideration of all facts and cirucmstances cf the case as brought before it, unanimously 
recommended rejection of the proposal for the reasons given in its report dated the 29th August 1973. 
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3. A hearing in terms of Section 29 of the MRTP Act was given to the applicant company 
and the objectors. Justifying the proposal as being expedient in the public interest the applicant 
company both at the hearing and in its subsequent written submissions dated the 30th November 
1973 has stated that— - 


(1) the applicant company is having its units only 40 miles away from a declared backward 
area and, therefore, the applicant company should have the benefit of concessions given 
to industries established in backward areas; 


(2) the process involved in this project is only a chemical process and no body other than the 
applicant company is better qualified to undertake this expansion cr production of Caustic 
Soda etc; 


(3) the applicant company has submitted its application for expansion to produce Caustic 
Soda not on its own accord, but in the public interest, in accordance with the appeal made 
by a Government press note as reflected in the minutes of the Meeting of the Import 
Advisory Committee on Caustic Soda held on the 13th November 1972; 


(4) in paragraph 4:25, the Commission has misunderstood the company’s proposal because 
the Kanoria Chemicals are manufacturing only alumina; s 


(5) the foreign capital participation in the applicant company is only 26%; 


(6) there was a shortage of Caustic Soda in the country and it will continue to be so through- 
out the world for years to come; 


(7) the applicant company is prepared to form a separate company without foreign carital 
participation or collaboration for production of Caustic Soda if Government considers 
such a course necessary ; : 


(8) the applicant company has its own power generation and has not to depend on the U.P 
Electricity Board for its power; 


(9) the applicant company is prepared to guarantee the export of any excess production, or 
for the sale of the excess production to such parties as the Government may direct. | 


4. M/s. Kanoria Chemicals & Industries Limited, the objector, however, made out the 
following points during the course of hearing and in its subsequent written submissions :— 


(1) since the applicant company submitted its application there has been considerable develop- 
_ ment in the Caustic Soda industry, considerable capacity has since been sanctioned and 
seven parties have received letters of intent for production of Caustic Soda; 


(2) the Kanoria’s has also been allowed additional capacity production of Caustic Soda and 
it would be able to meet the requirements of the applicant company also. 


(3) ic has been possible for the Kanoria’s to supply all the contracted quantity of Caustic 
Soda to the applicant company despite difficulties in power ete, 


5. The Central Government have carefully considered the arguments of the applicant company 
and also of the interested parties at the hearing, and their subsequent submissions made in writing. 
The contentions broadly relate tc the capacity of .he applicant company both from the point of view 
of technical know-how and the financial resources to implement the project. These considerations 
by themselves are not adequate to satisfy the tests laid down in clause (a) of sub-section (3) of Section 
21 which enjoins on the Central Government to satisfy itsclf that the proposal for the expansion is 
not likely to lead to concentration of economic power to the common detriment or is not likely to 
be prejudicial to the public interest in any other manner and that it is expedient iti the public interest 
to approve the project. The Central Government have carefully considered the Report of the Mono- 
polies and Restrictive Trade Practices Commission. M/s. Kanoria Chemicals and Industries Ltd. 
the present supplier, has already been approved a capacity for producing 33,000 tonnes of Caustic 
Soda per year and its application for further expansion of capacity by a further 33,000 tonnes is under 
the consideration of the Gcvernment. A few other units may also come up in this line. It is quite 
probable that not only adequate supply of Caustic Soda would become available to the applicant 
company but even that there would be competing sources for such supply which would make the 
applicant company’s position in this respect safer and better. The Kanoria’s proposal for expansion 
upto 66,000 tonnes will involve a capital cost of Rs. 5.05 crores while the applicant company hat 
estimated a capital cost of Rs. 8 crores for the proposed capacity of 26,000 tonnes of Caustic Soda 
and other related products. The Central Government accept the view of the Commission that there 
would be enough sources of Caustic Soda in the country, some of them assumed as inter-connected 
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with the applicant company and the applicant company can avoid its having to depend only on Kano- 
ria Chemicals. The apprehension of the applicant company that in case its proposal is not approved, 
it will have to depend on Kanoria Chemicals is not well founded. The applicant company can 
make long term agreements with Kanoria Chemicals to ensure smooth and adequate supply of Caustic 
Soda to meet their adequate requirements and it can also have similar long term contracts with other 
manufacturers of Caustic Soda in the country if it feel» that it cannot depend on any one source of 
supply. The Central Government also accept the views of the Commission that the function of 
producing Caustic Soda should ordinarily be undertaken by manufacturers who specialized in chemical 
industries, Permitting any unit to enter in the production of Caustic Soda will inevitably lead to 
its entry into a large field of chemical industry. This is unavoidable if the unit is to be operated 
on economic and efficient lines. The implication of this in the present case is that if the applicant 
company is permiiced to sev up a caustic soda unit, this will inevitably lead to its entry in a significant 
way in the chemical industry. The cost of the applicant compaty’s project is compa:ativelv at a 
higher footing. 


6. In the circumstances, the Central Government are satisfied that the tests laid down in 
clause (a) of sub-section (3) of section 22:and the criteria enumerated in Section 28 shall not be satis- 
fied if the present proposal for establishment of a new undertaking is approved. 


ORDER 


The Central Government, in exercise oftheir powers under clause (a) of sub-section (3) of 
section 22 of the Monopolies and Restrictive. Trade Practices Act, 1969, hereby reject the proposal 
of Hindustan Aluminium Corporation Limited for the establishment of a new undertaking for the 
manufacture of Caustic Soda etc. as contained in the applicant company’s application dated the 
29th June 1971, made under Section 22 of the Act. 


(Sd.) 
ASHOK NATH, 


Under Secretary to the Govt. of India 
New DEtui-1, the 
11th February 1974 
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Report under Section 22(3)(b) of the Monopolies & Restrictive Trade Practices 
Act, 1969—M/-s. Hindustan Lever Limited, Bombay 


CHAPTER I 
INTRODUCTION 


1-1 M/s. Hindusian Lever Limited, hereinafter referred to as HLL, submitted an application 
to the Government of India, Department of Company Affairs on 27th October, 1972 seeking that 
Department’s approval for setting up a new factory at Haldia, District Midnapur in the State of 
West Bengal to manufacture Sulphuric Acid, Phosphoric Acid and Industrial Phosphate. The 
details regarding the proposed capacity etc. applied for are as below :— 


(a) Sulphuric Acid - : - 54,000 tonnes per annum 
(b) Phosphoric Acid hi , . 19,500 ”> ” 
(c) Industrial Phosphate - +: 30,000 it es 


The Industrial Phosphate intended to be manufactured will be mainly Sodium Tripolyphos- 
phate (hereinafter referred to as STPP) which is used in the manufacture of synthetic detergents. 


1:2 This application of the company has been referred by the Department of Company Affairs 
to the Monopolies & Restrictive Trade Practices Commission for enquiry and report. The Govern- 
ment’s letter No. 2/7/72-MI dated the 14th March, 1973 making the reference was received in the 
Commission’s office on the 15th March, 1973. The 90 days time prescribed under Section 30(2) 
for the submission of the report to the Government expired on 13th June, 1973. However, for the 
reasons discussed in the Commission’s Orders dated the 22nd May, 1973 and 28th August, 1973, 
the date for ihe submission of the report. was first extended to 31st August, 1973 and then subse- 
quently to 20th September, 1973. 


The Applicant Company 


1-3 HLL was initially constituted as a private limited company in the name Lever Brother 
(India) Pvt. Ltd. on the 7th October, 1933. It seems to have continued in that capacity till the 27th 
day of October, 1956 when it was converted from a private limited company to a public limited com- 
pany. Prior to this date, all the shares in the company (55,70,000 equity shares of Rs. 10 each fully 
paid up) were held by M/s. Uni Lever Limited, U.K. On conversion of the company into a public 
limited company, M/s. Uni Lever offered 10°% of its holdings i.e. 5,57,000 shares to the Indian Public 
with the consent of the controller of the capital issues. The shareholdings pattern of M/s. Uni Lever 
Limited and of Incian Public since inception had been as follows :— 


TABLE NO. I 
Pattern of Shareholding 





- Member of shares 








SE aslae eee ea ee ee 
Uni Lever Indian Public Total 
Original allotment for cash : . . . 2,40,000 a 2,40,000 
Shares allotted for consideration other than cash : 20,40,000 os 20,40,000 
Sale by Unilever to Indian Public in 1956 - 5,57,000 5,57,000 o 
Capitalisation of Reserves from time to time e 1,01,19,565 10,44,375 1,11,63,940 
Rights Issue in 1965 . . : : . 4,44,450 5,57,000 10,01,450 
TOTAL : 1,22,87,015 21,58,375 1,44,45,390 





. The details given above will show that out of the total capital amounting to Rs. 1,22,87,015 
with Unilever, U.K., capival of the face value of Rs. 1,01,19,565 has been raised in their favour by 
capitalisation of distributable profits. . 
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1:4 The other important shareholders on 8-6-1972 were as below :— 





TABLE NO. II 
Name of the Shareholder No. of equity shares of Rs. 10 fully 
Paid up by the shareholder 
Ce eae 
Unit Trust of India « : . . . . 1,46,474 
L.LC. . : ‘ . : . . : 87,785 
Other insurance companies ° 7 . . 1,74,241 
Banks : . . ‘ . : 64,018 


Capital Stracture 


1:5 The capital structure of the company as on 31-12-1972 was as below :— 


Authorised, Issued & Subscribed Capital 


1,44,45,390 shares of Rs. 10 each. These comprise of 1,22,87,015 shares held by M/s. Uni 
Lever Limited, U.K., constituting a little over 85% of the total shareholdings in the company. 


1-6 Of the total share capital, 20,40,000 shares were allotted as fully paid up pursuent to 4 
contract for consideration other than cash and 1,11,63,940 shares were allotted as fully paid up by 
way of capitalisation of share premium and accumulated profits. 


Interconnected and Sabsidiary Companies 


1-7 M/s. Hindustan Lever Limited has been. classified by the Industrial Licensing Policy 
Inquiry Committee in its Report (Volume Il) as a company belonging to the Large Independent 
Companies. It has denied any interconnection with any other undertaking in India before the Com- 
mission. It has, however, four subsidiary companies. One of these is Indexport Limited. This 
company is claimed to be a recognised export house and engages itself in exporting products manu- 
factured by the company and also of third parties. The other three subsidiary companies are :— 


(a) Levers Associated Trust Ltd. 
‘(b) Levindra Trust Ltd. 
(c) Hind Lever Trust. 


These companies do not carry on any manufacturing or trading activities and therefore have 
no separate income—expenditure of their own. They only act as trustees of provident fund/pension 
funds set up by the company for its employees. 


1-8 The value of gross assets of HLL as on 31st December, 1972 was Rs. 63-47 crores. The 
corresponding value of such assets as on 31-12-1972 was Rs. 44:55 crores. Thus, there has been an 
increase of Rs. 18-92 crores in the gross value. Out of this, Rs. 16-14 crores represent value added 
to land and buildings and major items of plant & machinery on account of the revaluation of such 
assets. This has been done so that ‘the shareholders would have a clear indication of the current 
value of the assets of their company’. The amount of Rs. !6-14 crores has been transferred to capital 
reserve by the company. 


Management 


1-9 The company is managed by a Board of Directors. The present Board consists of the 
following persons :—- 


(i) Mr. T. Thomas’ - . . : - Chairman of the Board of Directors. 
Gi) Mr. D.F. Webb-~- . : : - Vice Chairman. 
(iii) Dr. J.0. Chopra - . . . - Director Detergents. 
(iv) Dr. S. Vardhrajan : : . - Research Director. 

(v) Mr. J.A. Houtzager : . - Commercial Director. 

(vi) Dr. R. Banerjee - . . . - Personnel Director. 


(vil} Mr. A.D. Moddie — . . - Resident Director Delhi. 
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1-10 The Board of Directors, it has been claimed, is a professionally managed boaid. None 
of the directors are shareholder. in the company. The Chairman 1s the Chief Executive of the Com- 
pany, who co-ordinitcs functions of other board membe:s and cf the company secretary, who is also 
a secretary of the Board. Each of the other directors has several d:pirtments under him. For | 
example, Commercial Director is having finance and accounts, commzrcial services (management), 
accounting, hecd office ad ninistration and new projects under him. The company secretary looks 
after sectetarial, registrar, legal, insurance and public relations affairs. 


The Proposal 


1-11. The company has proposed to manufacture sulphuric acid, phosphoric acid and industrial 
phosphates. The sequence of operations and the major raw materials used for these, as intimated 
by the company, will bz as follows :— 


1. From 60 tonnes of sulphur, 175 tonnes of sulphuric acid will be made. 


2. 200 tonnes of rock phosphate will be addod to this sulphuric acid and this will result in— 
(a) 300 tonnes of gypsum (a bye-prod.ct), and 
(b) 63 tonnes of P.O, (of phosphoric acid). 


3. 80 tonnes of soda ash will be add:d to 63 tonnes of phosphoric acid and this will result 
in approximatuly 100 tonnes of STPP. 


(The above is a rough working based on stoichomstric ratios and rrocessed losses, but excludes 
losses die to purification and upgrading, ctc.). 


__ 1-12 Of the raw materials required sulphur has got to be imported because this is a material 
which mrturally occurs and it will not be possible to dovelop it in th> country. Rock phosphate is 
presently bzing im>orted. Th company in its applicition has incicct that it may be possible to 
got rock phosph-t> in tho country i'self in th: near future becaus> discoveri2s of rock phosphates 
have boen mado in Rrixwsthin and U.P. How:ver, enquirizs mid: by the Commission ‘rom the 
Geological Survey of India and th: Ministry of Stecl and Mins have ind‘catcd that chere is no possi- 
bility of getting the required quantity and quality of pho.phate from indigensus sources in the next 
few years. The observations of the Geological Survey of India in this regard are as telow :— 


“ .....the known reserves can meet only about 10-15% of the total requirements for the 
fertilizer indastry. Search for more phosphorite deposits is being vigorously pursued 
by the Geologicil Survey of India and it may be possible to augment indigenous prod.c- 
tion from new discoveries. But on the basis of our present knowledge, it appears that 
over 80°%of our future requirements, will have to be met from imports.” 


The observations of the Ministry of Steel and Mincs in this regard are as below :— 
“The major deposit of rock phosphate is Jnamarkotra near Udaipur in Rajasthan. 


A feasibility Report has been recently prepared by the World Bank Experts and in their opi- 
nion this d:posit can sustain a production of up to 15 lakh tonnes of rock phosphat. after 
necessary upgarding. Chances, however, are more in favour of developing this project 
to begin with for a production level of 7,50,000 tonncs of beneficiated rock phosphate. 
It is difficult to say at present how the indigonous prodaction from Jhamarkotra_will 
compare with the imported rock but for some of the plants such as Triple Super Phos- 
phate Plant of Hindustan Copper Ltd., the specifications are quite ri,id and the imports 
will have to te resorted to for some time to come. The production from Jhamarkotra 
is at present only from rich poitiors of the deposit and unless indust.ial scale pilot plant 
tests are caricd out cn the samples from che various porticns cf the deposit, the 
characteristics of bene ficiated rock cannot be asccurarely a certained. 


The action on the Feasibility Report from the World Bank’is yet to be taken and the production 
at the level of 7,50,000 tonnes per annum can be available only by the end of the Sth 
Five Year Plan. For demand projections, the Ministry of Petroleum & Chemicals may 
be contacted. In the report of the Task Force on fertilizer industry, the demand of phos- 
phate fertilizer in terms of P,O, has been placed at little over 2 million tonnes. The 
indigenous prodaction will not be sufficient to mcet the entire demand.” 


From the above it is quite clear that the requirements of rock phosphate fo1 the proposed plant 
of HLL will have to be met from imports for quite some time to come. ; 
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1-13. The two acids proposed to be manufactured are for captive use. There are corrosive 
acids and their transport from one place to another is hazardous and explosive. Therefore, if the 
consumption of these acias is sizeable and continuous, it is better te have a captive plant at the site 
where the final product is going to be produced. 


1:14 The phased programme for the manufacture proposed by the company is as below :— 


a oe NN a a a a ee a NC ma 


Year Line of Production Annu2l turn-over expected 








(In tonnes) 


First Industrial Phosphatcs . 18,000 
Second -do- 27,000 
Third -do- 30,000 


NE 


Size of the Plant 


1:15 The company was asked to indictte as to what will be the eccnomic size for a plant for 
the proposed prod.cts. In reply it has been stated that it is not possible to state as tc what will be 
the economic size of a plant in isolation from demand pattern for the product. It has, however, 
been stated that a largor sulphuric acid, phosphoric acid and industrial phosphate plant will yield 
better economies of scale. The company, however, proposes to build in infra-structure 
while constructing the plant so that if necessary at a future date, the capacity of the plant may be 
increased with the Icast expenditure. 


1-16 Enquiries made from the D.G.T.D. by the Commission have indicated that a plant of 
25,000 to 30,000 tonnes capacity per annum can be considcred to be economically viable. Our 
subsequent discussion will indicite that most of the intending producers of STPP have requested 
for a capacity of 20,000 to 30,000 tennes per annum. Hence, perhaps a capacity of 25,000 to 30,000 
tonnes per annum can be considered to be an economically viable capacity. 


1-17 The company in its reply has stated that it will be possible to undertake manufacture 
of many other types of industrial phosphates also with the basic facilities proposed in the plant with 
minor additional equipment ana with the help of R & D facilities. However, whether the company 
is having any programme to manutacture any other phosphates besides STPP has not been stated 
specifically ane has been left with the observations that the programme will depend on more detailed 
analysis of demand for the specific phosphates. 


Scheme of Finance for the proposed project 
1-18 The estimated project cost given by the company is as below :-— 


Rs. in lakhs 
Land 10 
Buildings 290 
Plant and Machinery 700 

Total 1,000 


During the course of public hearing it was conceded by the company’s representatives that the project 
cost has considerably increased since the application wa. submitted. They may have now to incur 
a cost of about Rs. 12 crores for the items for which an estimate of Rs. 10 crores was made in the 
application. 


1:19 Besides the requirement of capital for land, tuilding, plant and machinery, the company 
will have: to incur sizeable amount of expenditure on the import of raw material and will have to 
provide sufficient amouni by way of working capital. All the aspects relating to financ will be dis- 
cussed in detail in the chipter relating to the Scheme of Finance. 


1-20 The project of Rs. 10 crores, it was expected, will be financed from the following 
sources :— 


1. Dilution of foreign equity by the issue of shares of the value cf 40% (Rs. 4 crores) of the 
funds required as prescribed by the government guidelines, at a premium to be sanctioned 
by the Government. ; 
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4. Rs. 2 crores foreign exchange loans from ICICI/IFC as approved by the Government. 


3. Debentures as approved by the Controller of Capital Issues and the balance, if any, by 
borrowing from Financial Institutions/Banks on term. to be negotiated with them. 


These aspects relating to finance will also be discussed in detail in the subsequent chapter. 


Existing lines of production of the company 


1:21 The information regarding existing lines of production and the production in the past 
5 years is as under :— 











Item Cipacity sanctioned Installed - Date of commence. Actual production in terms 
+perm’tted liberalisation capacity ment of production of Qty. and value in the year 
(7090 tonnes single shift basis) 1972 an! preceling 4 years 
1 2 3 4 5 
. Tonnes Value 
Foods (including Animal Feeds) Rs. lakhs 
Scheduled 56 56 Vanaspati from 1934 19€8-106940 4134 
Dairy products from 1969-104842 4867 
1960;.Processed Foods 1970-110561 5767 
from 1959; Animal 1971-11596€6 $899 
Feeding Stuffs from 1972-108073 5445 
1961 
Non-Scheduled 150 118 1968-41049 328 
1969-51834 411 
1970-64515 $21 
1971-78550 676 
1972-54502 747 
Detergents and Toilet Preparations 
Scheduled 101 78 Soaps from 1924; Syn- 1968-134140 4435 
thetic detergents from 1969-140999 5217 
1959; Scourers from 1970-138074 5679 
1934; Toilet prepara- 1971-158583 6865 
tions from 1934 1972-165013 7054 
Non-scheduled 14 4 1968-3396 69 
1909-3948 80 
1970-4254 88 
1971-4650 107 
1972-4991 116 
Chemicals 
Scheduled 4 : 4 Chemicals from 1934 1968-6852 307 
1969-7178 350 
1970-6440 366 
1971-6210 335 
1972-6046 371 
‘Non-scheduled 0.3 0.3 1968-121 24 
1969-255 55 
1970-366 102 
1971-425 120 
1972-422 116 
Industrial Machinery 
Non-scheduled 260 130 M‘cs 19728 Mics 6 
M/cs Mics Mid 1972 


LL LC 
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From the above it would be noticed that the company has increased its capacity in foods, 
detergents and chemicals. These capacities have been increased by the order of the Government by 
taking benefit of 25% expansion pzrmissitle without a licence and by regularisation of cap-city per- 
m:tted under the liberalisation scheme announc.d in the year 1972. The fields where capacilies are 
not being reached are— 


(a) Vanaspati 

(b) Convenience Foods 
(c) Margarine 

(d) Animal Feeding stuffs 
(e) Toilet Preparations 
(f) Glycerine 

(g) Catalysts 

(h) Industrial Machinery 


1-22 The reasons given for not reaching the capacity in these fields are— 
(i) Constraints of demand and pricing (in the case of Vanaspati). 
(ii) Lack of demand (in the case of Convenience Foods and Margarine). 


(iii) Late starting of production (as in the case of Industrial Machinery, Toilet factory at 
Gaziabad). 


(iv) Competition from other producers (in the case of Animal Feeding stuffs). 


Other Proposals for Expansion 


1.23 The reply received from the company indicates that after coming into force cf the 
M.R.T.P. Act, 1969 it has applied for the following projects other thay the one under enquiry :— 


(a) Expansion in the field of fine chemicals; 

(b) Manufacture of synthetic detergents at two new units in U.P. and Jammu & Kashmir; 
(c) Manufacture of Caustic Soda; 

(d) Manufacture of Ossein and Di-calcium. 


The details regarding the proposed expansion are :— 


TABLE NO. IV 





~ 


Name of tre item Existing Capacity after Remarks 
Capacity expansion 





(Tonnes) 

Fine Chemicals - 7 y ‘ . 113 176 

Synthetic Detergents - , ‘ 46,000 74,000 Expansion is proposed by setting up two 
new units in U.P. and J. & K. These 
applications are under the active consi- 
deration of the concerned Ministry and 
recommendations have been submitted to 
the Licensing Committee. 

CausticSoda = ttt Nil 33,000 Applications was made on 25-5-1972. It 


is proposed to set up this unit in the State 
of Maharashtra or West Bengal. The pro- 
posed investment is expected to be of the 
order of Rs. 708 lakhs. This application. 
is also under the active consideration of 
the Ministry and recommendations are 
expected to be shortly. placed before the 
licensing Committee. 
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Name of the Item Existing Cepecity ¢fter Remerks 
C.p.city expansion 
(Tonnes) 
Ossein : : . , ‘ Nil 3,000 Unit is proposed to be set up in the State 
of Maharashtra involving an investment 
Di-calcium ss - . . . ’ Nil 6,000 Rs. 100 lakhs. Application for this was 
made on 16th March, 1973. It has been 
Phosphate (bye-product) - : * stated that this project will be predomi- 


nantly export-oriented. The proposal has 
been sent to the Licensing Committee on 
30th July, 1973 for their consideration. 


Contemplated Projects 


1:24 There are few othcr projects which the company has und r investigition. Some of 
these are said to be based on its own research and d:velopment work and some are reported to be 
based on technology available in the country. The items contemplated are :— 


(i) Production of Synthetic Fatty acid. Based on current research and development. 
work. 

(ii) Production of G'yerrine from Based on company’s own rescarch and deve- 
molasses through bio-chemical lopment wo1k which is in progress. 
process. 

(iii) Production of facilities for split- Project evaluation is in progress. 
ting and distillation on fatty acids. ; 

(iv) Manufacture of finished leather Project evaluation is in progress. 
for export. 


Applications will be made to the Government in respect of such projects only when the respective 
evaluation or R & D work has been compluted. 


CHAPTER II 
THE APPLICANT’S OWN CASE 


Past Record 


2-1 The discussion in Chapter I shows that the applicant company has been engaged in the 
manufacture of various items, which, strictly speaking, cannot be said to be co-relaud with ezch 
other. Hence the company was asked to indicate as to what extent the existing prodiciion lines are’ 
complementary to each other. The company’s case before the Commission is that mest of its acti- 
vities can be regard’ d as integrat: d and inter-cependont. It has been the policy of HLL to ensure 
that the available resources in the company shou'd be optimiscd over all on going up operctions and 
the management and personnel shoud be specifically allocated to particular prodicis only when 


absolutely necessary. 


2:2 The basic technologies of the major businesses are claimed to be inter-related as both 
soap and vanaspati are mad: from oil. Therefore, facilities for roxiving and storage of oil, p e+ 
treatment of cil, etc. are common. Even some of the oil processing facilities can be said to be common. 
For instance, hydrog'-nation facilities can be uscd for either the manufacture of vanaspati or for hydro- 
genation of non-traditional oils such as ricz bran, castor, Karonji, etc., which are being increasingly 
used in soap making to red1ice depend -nce on edible oils or impouted tallow. In utilisction of bye- 
products alsy, there is merit in sharing facilities because the acid oil which is produccd while refining 
oil in vanaspati manufacture, can be utilised in soap making. It has been claimed that through its 
animal fveding stuff business, the company is able to ensure that the oil cakes arising from the exploi- 
tation of non-traditional oils, such as sal for soap making, can te used for animal nutrition. 


2:3 The integrated nature of the company’s business and its technology, it has been claimed, 
has enabled the company to establish a research unit which is based not on prodact and use, but on 
scientific development. We will discuss about the company’s R & D unit subsequently in this 


Chapter. 


2:4 The distribution system has also been claimed to be an integrated whole, run not on 
product group lines, but in four geographical branches at Bombay, Delhi, Calcutta and Madras 
under the management of a branch marager.. In rural mark::ts, the company maintains a fully 
integrated van selling operation in which a selection of products 1elevant to the rural consumer are 
carried in a common van service. 


2:5. The company’s contention before the Commission therefcre has been that its present 
product-mix helps in :— 
(i) Lowering costs of production; 
(ii) Better utilisation of bye-products; 
(iii) Improved research and development; 
(iv) Better use of marketing and other facilities. 


Research & Development 


2:6 Considerable stress was laid before the Commission by the company about its research 
and development programme. It has been claimed that company’s R & D effort has contributed to 
import substitution, in development of Indian natural raw materials, such as oil and fats, essential 
oils and perfumery material and in new product and process devclopment and improvement in areas, 
such as soaps, detergents, edible oil, food products, food technology, human nutrition, animal nutri- 
tion, chemicals and catalysts. The direct effect of such R & D work has been claimed to be large and 
- is exemplified by the fact that the savings in import as a result of usage by the company of unusual, 

hitherto unused oils in the year 1971 alone amounted to Rs. 36 million and the total savings in import 
in the area of essential oils and fire chemicals for perfumes amount to Rs. 55 million during the years 
1962-1971. Other significant contributions are claimed to have led to the growth of dutergent products 
based largely on local materials leading to release of oils for edible purposes, formulation of special 
items for export, the dovelopment of new sophisticated technology and the design and the fabrication 
of complex, scientific and pilot plant equipment. It has been oj that the company has set up 
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a research unit at Andheri in Bombay at a cost of 2 crores and its expenditure on the research and 
arvelopmen: has grown to Rs. 80 lakhs in the year 1972. Research knowlcdge and new technolc gical 
development of Uni Lever has also been available freely to the company. The company has also 
been able to establish good co-operation with Indian National Laboratories, Universities and Scien- 
tific Organisations. The continued assistance and collaboration effort by Uni Lever through training 
of scientists in Unilever Laboratories, frequent exchange of scicntific personnel and continuous inflow 
of recearch and technical information are claimed to have contributed significantly to the growth 
and development cf rescarch and development unit of the company. An organisational chart of the 
Research Centre Bombay as on Ist August, 1973 is enclosed as Annexure ‘A’ to this report. 


2:7 The company has supported the various claims regard'ng research and development by 
Specific instances a» below :— 


A. Patents: 


The company has claimed to have developed a number of new patents. A list of applications 
filed in India cn the basis of research and development results is attached (Annexure ‘B’). 
These applications relate to various subjects which come within the purview of the 
manufacturing activities of the company. 


B. Development of non-edible oils to substitute edible oils : 


In this connection a st-temont (Annexure ‘C’) has been filed by the company to show the total 
quantity of oils consumed in the manufacture of soap from 1966 to 1972 and the quantities 
of non-cdible oils consumed in the-manufacture of soap for the same period. On the 
basis of this data, it has been claimed that as‘a result of the efforts of the company’s R& D, 
it has been possible to develop the use of nor-edible oils in the manufacture cf soap and 
the usage of such oil has steadily risen from 4°% in the year 1966 to 30% in the ycar 1972. 


C. Essential oils and fine chemicals: 


A myjor attempt, it is stid, has been made in the development and use of indigenous essential 
ails and fine chemicals. The company has claimcd savings in foreign exchange as below 
during the peirod 1962 to 1972 on account of achievement of R & D in these ficlds. 





TABLE -NO. V 
Foreign Exchange savings in essential 
Year oils and fine chemicals 
: Rs. lakhs 
1962 ; . - i ; 10°7 
1963 . : ‘ . ‘ 17°0 
1964 ae ah . . . 18°5 
1965 ‘ . . . us 45°5 
1966 . ° ‘ $ . 48+ 3 
1967 . . . . . 56°6 
1968 . . . 7 71:8 
199699 + + 6 8 ee > 816 
1970 : = 38 . : 83+7 
1971 . . . : . 110°5 
1972 7 : : . : 101-7 
TOTAL : 646-8 





2-8 Other fields where R & D achievements have been claimed to have achieved substantial 
success are :— 


(i) Chemicals - 


It has been clamicd that substantial changes have taken place lead‘ng to replacement of imports, 
expansion of d :tergonts and tole: preparation industry and the rise of totally new ancillary 
chemical industrics. It has been said that in the year 196] virtually every sings item used 
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in synthetic detergent powder, shampoos and hair creams, tooth paste and shaving pre- 
parations was imporicd. Tod.y cxcept for alkyl benzene all chemicals needed for these 
preducts are being manufactured within the country. 


2°9 The achievements claimed in various fields are :— 

(ii) Edible oil products 
(a) Work on the incorpy-ation of polyunsaturates in vegetable cil products is in progyess. 
(b) Development cf margarine. 


(iii) Food technology and nutrition achievements 


(a) Acquisition of new knowledze on Indian raw materials, through processing, be- 
haviour of proozssed foods und-r widely varying climatic conditions and preferences 
o! Ind‘an consumers. 


(b) Formulation of processes for the production of a standardised high quality ghee 
and milk powder from buffalow milk. 


(c) Development of baby food formulation. 
(d) Wo1k on a project for the formulation of very high quality protien foods containing 
a combinition of matcrials. 
(iv) Animal nutrition 
(a) Development of sal cake for animal feed. 
(b) Development of oil cakes for animal fecd from neem and mowaha. 


(v) Catalysts 

The company claims to have startcd manufacture of supported nickel catalysts for hydroge- 
nation purposes with the technnology durived from Uni Lever. 

(vi) Design and Fabrication of equipment 

To meet the requirement of R & D the company has started manufacturing its owa pilot plant 
with the help of its technical engincers. 

(vii) Annual expenditure on R & D and its relation to turnover 


The information given by the company in this regard is as below :— 





TABLE NO. VI 
Year Revenue Expenditure Total turnover Revenue expenditure on 
onR & D of the Company R&D expressed as a per- 
centage total turnover 
Rs. lakhs Rs. lakhs 
1961 : . : . : 5 4992 0-10 
1962 . . : . . 6 5385 0-11 
1963 : 7 , . 9 5955 0-17 
1964. + . . . . 14 6187 0:23 
1965 ‘ . . . : - 18 7148 0-25 
1966 . . ‘ . ‘ 24 8467 0-30 
1967 ‘ 7 ‘ . : 31 - 9328 0°34 
1968 ‘ . : . “ 44 9259 0: 47 
1969 ‘ $ s . . 55 10879 0°51 
1970 + : "oe . 64 11921 0-54 
1971 . . : : . 72 . 313410 0:54 


1972 + : ‘ . : 79 14044 - 0°56 
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Export Performance—Inflow/Outflow of Foreign Exchange 


2-10 The company was asked to indicate its export performance during the past five years 
The position in this regard as furnished has been found to be as below :-— 


~ 


TABLE No. VII 








(Rs. °000) 
Outflow Inflow Net 
Year Net Divi-_ —————-. — aah Inflow (+) 
dend Total expen- Total of i.e. Exports or Outflow 
diture on (a) & (b) (—) 
import of : 
raw mate- 
rial 
1968 > . ‘ ‘ ‘ 7 : 10,390 8645 19035 6,979  (—)12056 
1969 - * . ‘ . . 7 11,874 8050 19924 15,624 (—) 4300 
1970: . 7 : 7 nae 12,987 10381 23368 42,232 (+) 18869 
1971: ‘ . . ° . . 13,780 15280 29060 48,782 (+) 19722 
1972 - ‘ ‘ s : : ‘ 14,608 12160 26768 82,081 (+) 55313 
TOTAL : "63,639 54516 - 118155. 195,698 (+) 77543 


The company has claimed that its export performance has teen extremely good and it hopes 
to increase it further in the coming years. 


Import of foreign technology, payment of royalty/technical know-how fees, etc. 


2-11 The company has claimed before the Commission that it has not imported any technical 
know-how for its existing product lines and except dividend to the foreign shareholder, no other 
payments by way of royalty/technical know-how fees has been made to foreigners, etc. 


For the proposed project the company may have to import technology. However, during 
the course of public hearing, it was stated by the company’s representatives that if know-how can be 
made locally available and if it is found to be up-to-date and satisfactory, then certainly the company 
will be willing to buy it indigenously. 


Justification given by the Company in support of the proposed project 


2:12 The company was asked to indicate the reasons (keeping in view the criteria specified 
in Section 28 of the MRTP Act, 1969) why it should go in for the production of the three items applied 
for. The following reasons have been given in support of the proposal :— 


(i) The project is for the manufacture of essential chemicals viz., sulphuric acid, phosphoric 
acid and industrial phosphates which are used in several Core Sector "industries such as 
synthetic detergents, phosphatic fertilizers, etc. and will help in achieving production of 
these vital products “as will best meet the requirements of the defence of India and home 
and overseas markets”—Cl. (a) of S. 28. 


(ii) The project will help in closing the gap between supply and demand for the three products 
and thereby serve the purpose of fostering competition and having “the trade organised 
in such a way that its efficiency is progressively incteased”—Cl. (b) of Section 28. 


(iii) The project will augment the supplies of sulphuric acid, phosphoric acid and industrial 
phosphates which are currently in short supply (the latter two chemicals being currently 
imported) and will thus “ensure the best use of men, materials and industrial capacities 
in India” in the Core industries such as synthetic detergents, phosphatic fertilizers, etc. 
which depend on these chemicals”-—Cl. (c) of Section 28. 


(iv) The project will encourage technological changes in the following two ways, viz., 


(a) by making industrial phosphates available adequately for synthetic detergent industry, 
it will expedite the technological change from the use of soaps which are made from 
scarce imported oils and fats, to the use of synthetic detergents; 
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(b) by increasing the availability of phosphoric acid in the country it will assist in the 
technological change from traditional manures and fertilizers to the use of more 
balanced plant nutrients including phosphates. 


In this manner the project will “effect technical and technological improvements in trade 


and expansion of existing markets and the opening up of new markets”—C. (d) of Section 
28. 


(v) One of the major products envisaged under this project i.e. sodium tripolyphosphate is 


currently manufactured by only one party viz., Albright Morarji & Pandit who control 
production and supply of the entire quantity manufactured in India and are therefore 
a 100% monopoly.. HLL’s project will conform to the objectives:—“to encourage new 
enterprises as a countervailing force to the concentration of economic power tc the common 
detriment”—Cl. (e) of Section 28. 


(vi) The project involves investment of over Rs. 10 crores in-a Core Sector industry to be located 


in a backward area of West Bengal where it will generate substantial direct and indirect 
employment and generally help the economy of the region. Furthermore, it will reduce 
dependence on oils and fats which are scarce for making soap and also help farmers in 
increasing food production. Thirdly it will reduce the need for imports of oils and fats 
and phosphates for use in industry and agriculture. In all these ways the project will 
help “‘to regulate the control of the material resources of the community to subserve the 
common good”—Cl. (f) of Section 28. 


(vii) The project is proposed to be located in Midnapore District of West Bengal which has 


been declared as a backward areas=The Government of West Bengal are extremely 

anxious to develop this region_and they consider that the location of this project in that 

region being the first major investment (other than in the public sector) will serve as a 

catalyst for several other investments in that region. Secondly as the project involves 

the manufacture of basic chemicals, it will stimulate the growth in that area of other che- 
mical industries based on these products. Thirdly, the project will specifically encourage 

the growth of synthetic detergent industry in the North East and Eastern regions of India 

for which Government have already issued letters of intent for substantial capacity and 

which will otherwise have to depend on supplies of industrial phosphates from distant 

regions thereby suffering a regional disparity. 


In all these ways, the project helps “to reduce disparities in development between different 


regions and more especially in relation to areas which have remained markedly backward” 
—CI. (g) of Section 28. f° 


2-13. The selection of ‘Haldia’ as a site for the proposed project has been justified on the 
following grounds :— 


(a) 


(b) 


(c) 


(d) 


(e) 


Rock Phosphate and sulphur are bulk commodities and can be better handled at a rail 
head or port site. Since both these things will have to be imported for a long time, a port 
site is most suitable. Haldia is a port site. 


Facilities for handling rock phosphate and sulphur in bulk are already being planned to 
be provided at Haldia for the use of Fertilizer Corporation of India who will be using 
much larger quantities. It will be economical to share these facilities with them. 


One of the major products from the factory will be STPP used in synthetic detergent 
industry. At present the only factory for producing this item is in the Western Region 
and there is no factory for production of this item in the Northern, North Eastern, Eastern 
or Southern Regions of India. From the proposed location of Haldia all these regions 
can be served by rail or sea. 


In addition to these economic reasons, the social reasons for selection of Haldia are that 
it is located in West Bengal which needs a very large increase in employment potential 
and secondly Haldia is in a backward district namely Midnapore and this project will 
help in industrialisation of a backward area. 


It has also been claimed that the plant at Haldia will develop ancillary and small scale 
industry. Some of the advantagcs that will accrue to such industries have been detailed 
as below :— 
(i) For the packing of 30,000 tonnes of industrial phosphates, HLL will require 6 lakhs 
of jute bags at 50 kg/bag. These will be worth about Rs. 15 lakhs per annum 
and could be supplied by small-scale units. . 
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(ii) As the value of plant is over Rs. 7 crores, the value of spares and services to be bought 
will be about Rs. 30 lakhs per annum. Many of these could be supplied by small- 
scale engineering units. 


(iii) Sulphuric acid is a basic chemical which can te used in other chemical and allied 
industries such as manufacture of dyes, alum, vanaspati, batteries, etc. Phosphoric 
acid can be used for electroplating, rust-proofing, food additives, etc., which are 
usually in small-scale sector. 


(iv) The process of manufacture of sodium tripolyphosphate involves the use of about 
24,000 tonnes per annum of Soda ash which will be supplied by other manufacturers 
including possibly the Fertilizer Corporation of India who have plans to make it 
at Haldia. Soda Ash manufacture involves the use of salt which in turn leads to 
larger employment in the production of salt which is labour intensive. 


(v) For the production programme envisaged, the following quantities of materials have 
to be handled and transported; 


60,000 Tonnes Rock Phosphate 


18,0C0 33 Sulphur 

24,000 3 Soda Ash 

90,000 sy Gypsum 

30,000 $s Sodium: Tri-polyphosphate 


2,22,000 Tonnes 


Therefore, over 2 lakh tonnes of materials will be moved by Small-scale transpart 
operators. 
Employment Opportunities 


2:14 The company has stated that its proposal will lead to considerable employment. Ac- 
cording to the company’s working employment of the following magnitude will be generated by its 


proposal :— 


1. Employment in the proposed factory : 


(i) Direct factory employment -- 300 men 
(ii) Movement of raw-materials and finished products 
for the factory -- 200 ,, 


(iii) Provision of other services like spares, supplies, etc. --- 500 ,, 


1,000 Men 


———— 


2. Employment in industries arising from the project: . 


If 30,000 Tonnes p. a. of STPP are used in detergent formulations at the rate 
of 20% in corporation, it will produce 150,000 Tonnes p.a. of detergents. Assuming 
that at least 50% of the product will be manufactured and sold in West Bengal, ice. 
75,000 Tonnes p.a. of detergents. 


This will give rise to the following chain of employment opportunities: 


(a) Direct employment in detergent production as powder/bar at the rate 
of 40 manhours per tonne of product and average of 200 working ; 
days/annum. —~ 1,500 men 


(b) Production of packaging materials and ingredients for the detergent 
factories will involve about half this manner — 750,, 
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(c) Handling of raw materials and finished goods of detergent factor- 
, ies, ic. 75,000 Tonnes raw materials and 75,000 Tonnes finished 
goods to be moved in lots of 5 tonnes each which will take 2 man- 
days per lot _ 300 men 


(d) Trading and other service functions generated by detergents- 
About 3% of the value of 75,000 Tonnes p.a. of detergents i.e. 75 
crores, Will be earned by the trade. Assuming 1% out of this will 
be as wages or remuneration for self employment, such earnings 
will amount to Rs. 75 Jakhs p.a. at Rs. 1,500 per head per annum, 
the equivalent employment generated is 5,000. — 5,000 ,, 


3. Summary 
In the phosphate factory directly or indirectly 1,000 men 
In detergent industry—1,500} 
750 


300 
5,000 7,550 ,, 


Total: 8,550 men 
Say: 8,500 ,, 


CHAPTER III 
OBJECTIONS TO THE COMPANY’S PROPOSAL 


3-1 The applicant company had put in notices in the ‘Journal of The Constitution of Chemists 
(India)’ September, 1972 issue and in the Statesman (Calcutta) dated the 4th November, 1972; noti- 
fying that it proposes to make an application under Section 22(2) of the Monopolies & Restrictive 
Trade Practices Act, 1969 to the Department of Company Affairs, New Delhi, for permission to es- 
tablish a factory for the manufacture of the proposed products. In response to these notifications, 
the Department of Company Affairs received certain communications regarding the company’s pro- 
posal. These were forwarded to the Commission by the said Department for its consideration at 
the time of making a reference. 


3-2 After the reference was received in the Commission, a notification No. 1(34)-Enc/73 
dated the 17th March, 1973 incorporating salient features of the company’s proposal was issued 
by the Commission and was published in all the important newspapers on the 24th March, 1973. 
The Commission also specifically addressed all those persons who had sent letters to the Department 
of Company Affairs in response to the two notices issued by the applicant company and to some 
other parties on its own initiative. In response to notification and these letters, 41 persons (as per 
Annexure ‘D’), addressed letters to the Commission giving their comments regarding the H.L.L.’s 
proposal. In most of these communications, objection has been taken to the company’s proposals. 
However, 3 parties have supported these proposals. 


3-3. The main points highlighted in the various communications received by the Commission 
have been as below :— 


(i) HLL are the largest manufacturers of synthetic detergents and if they are given licence 
for the manufacture of STPP also, they will utilise it for captive consumption and will 
thus have a tremendous cost advantage. This would very badly affect the existing small 
scale manufacturers of detergents. Further, if this expansion is allowed, it would threaten 
the entry survival and growth of medium and small scale manufacturers of synthetic 
detergents. Permission for this proposal will enable HLL to get about 45% of the raw 
materials at cost price. 


(ii) HLL is a company in which foreign holdings are very large and as such the execution of 
this project, if approved, will result in its benefits mainly going to foreigners, resulting in 
a further drain on our limited foreign exchange resources. 


(tii) The proposal envisages a very large component of foreign exchange. 


(iv) The synthetic detergent manufactured in the small scale sector is of a fairly good quality 
and the quality can be further improved if the Government insists that the small scale 
producers should follow ISI standards. 


(v) It has been the policy of the government so far, not to encourage captive consumers to 
make basic raw materials. This policy has been followed by the Government in several 
other industries like Nylon, Polyester fibre, Pharmaceuticals and Plastics etc. Also 
Alkyl Benzene, which accounts for only 15% of the final product-viz-Synthetic Detergents, 
is not being produced by manufacturers of Synthetic Detergents. If the HLL is permitted 
this project, it will be against this basic policy of the Government and will lead to vertical 
integration. At present no detergent manufacturer is making vital raw materials like 
STPP or sulphuric acid or both, for his captive consumption. No exception should be 
made in the case of HLL. 


(vi) Presently there is only one manufacturer in the country for STPP. To have healthy com- 
petition and avoid strain on transport, three independent units may be established on 
regional basis by 3 independent manufacturers and not by captive consumers. 


(vii) Prospects of demand in future do not justify the production of STPP as proposed by HLL. 
However, if future demand is expected to be larger than the capacity already established/ 
sanctioned for establishment, then the Government would do better to invite applications 
for licences as has been done in the case of Cotton Seed Processing Units. 
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(viii) Techniques of producing these products are well established in the country and many 


Indian enterprises are technically equipped to undertake production of these. HLL’s 
proposal, therefore, does not appear to bring in to the country any sophisticated or hitherto 
unknown technology which would be capable of making great impact either on quality 


or on cost of production. 


(ix) This proposal is not consistent with most of the requirements laid down under Section 


28 of the MRTP Act, 1969. It is neither in public interest nor consistent with the declared 
policy of the Government. It will lead to increased concentration of economic power 
in the hands of a foreign controlicd company, which comes under the definition of “‘Larger 
Industrial House” by giving it a strong hold on both the final product and an important 
raw material and will result in unavoidable drain on country’s foreign exchange resources. 


(x) If it is considered necessary to increase the capacity in these fields, then a party which is 


not manufacturing ‘synthetic detergents should be given licence to go in for the production 
of these items. An Indian company should be given preference to a foreign company. 


3-4 If, however, the proposal is to be approved, it has been suggested that it would be subjected 
to the following conditions :— 


(a) 


(b) 


() 


The licence for detergent manufacture given to HLL should be cancelled. In the alter- 
native, the production synthetic detergents and cakes by HLL should be frozen at the 
present production levels and no further expansion should be allowed to them in these 


fields. 

Adequate steps should be taken, by.the Government to ensure that HLL makes available 

phospie® in adequate quantities at reasonable prices to other manufacturers of synthetic 
etergents. 


The proposal under consideration is sufficiently large to set up a separate compan 
The share of HLL in this new company should be around 26%. Publi> Financial Insti. 
tutions & manufacturers of synthetic detergents should be invited to subscribe to the 


balance share capital along with other members of the public. 


(d) Appropriate export obligation should be prescribed for the company. 


3.5 Three parties have supported the proposal.. These are :— 


(i) Mr. P.S. Seetharaman, 


‘Sundari’, 
203/26, Luz Church Road, 


Madras-4. 


(ii) Government of West Bengal. 
' (iii) Indian Soap & Toiletery Makers’ Association. 


3.6 Shri Seetharaman has stated the following points in HLL’s favour :— 


(a) 


(c) 


HLL is a large established business house. 


(b) It is serving our nation for many years by giving large scale employment for engineers, 


auditors, chemists and labourers. 
It is selling articles of daily use on reasonable prices. 


(d) The Government is earning revenue as a result of huge taxes being paid by the company. 


3-7 The Government of West Bengal have supported the proposal on the following grounds :— 
Gi} Implementation of the project will encourage industrial investment in West Bengal which 


needs development of large scale chemical industry and growth of several ancillary and 
small scale industries. 


. (ii) This is the first offer of large investment in a backward region of West Bengal and will 


serve as a nucleus for attracting further investment. 
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(ii) It will help to improve the economy of the State by generating direct and indirect employ- 
ment for several thousands of persons.. It will also contribute to State revenues to the 
extent of Rs. 2 crores every year in the shape of sales and other local taxes. ..The seas 
bution to the Central Exchequer by way of excise and import duty will be about Rs. 
crores, 


(iv) The current demand of synthetic detergent is much more than the approved capacity and 
therefore, there is a need for creation of additional capacity. Hence more STPP capacity. 


(v) The proposal if approved will result in considerable saving of foreign exchange by elimi- 
nating imports. 
(vi) The proposal will result in the production of about 40,000 tonnes of phosphate fertilizer 
by way of bye-product. 
(vii) Industrial phosphate constitutes core sector investment and is within the legitimate area 
of investment of companies like Hindustan Lever. 


(viii) HLL are not at present manufacturing this chemical and are not therefore, dominant in 
the field of industrial phosphate. 


(ix) If the project is approved the share of the company in the total capacity so far approved . 
and under consideration will be less than 20%. 


(x) The company has agreed to abide by the Government’s guidelines on dilution of foreign 
equity and this project is therefore, in keeping with the Government’s policy for large 
and foreign companies to invest in core sector industries and for speedy dilution of foreign 
equity. 


3:8 The Indian Soap and Toiletry Markers’ Association has stated that :— 


(i) The licensing of additional capacity for STPP will be in the interest of the country 
as it will enable faster growth of the synthetic detergent industry. 


(ii) It will result in competition among suppliers of STPP, which will be helpful to the 
detergent industry in the long run. 


(iii) It will provide better regional balance in the supply of STPP, since there is no other 
manufacturer of STPP in Eastern, Southern or Northern India. 


(iv) The project involves manufacture of basic chemicals which are important for the 
country. 


3-9 Notice of hearing was given to 39 persons which included the present manufacturers 
of STPP and some intending producers of the same. Out of these, only 8 parties sent their represen- 
tatives/come personally to attend and participate in the public hearing. These are :— 

1. West Bengal Government; 
Travancore Titanium Products Ltd; 
. Delhi Cloth & General Mills Co. Ltd; 
. M/s, Albright Morarji & Pandit Ltd., Bombay; 
. Shri A.G. Bakre of Bombay; 
Shri H.A. Vora, (Indian Small Scale Chemical Manufacturers’ Association); 
Shri N.C. Mandal of Calcutta ; and 
Shri Gurnani of M/s. Vivek Oil Mills, Bombay; 


am BR wh 
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3.10 The points that were made at the hearing were generally speaking the same as had 
been raised in their communications which have already been summarised earlier. Some new points 
mentioned by the representatives are :-— 


(a) The West Bengal Government’s representative brought to the notice of the Commission 
that soda ash will be available to HLL at Haldia from the Fertilizer Corporation’s Complex 
at Haldia itself. To that extent there will be a saving in the cost of transport. 


(b) M/s. Travancore Titanium Products Ltd., when they were contacted at the initial stages 
of the enquiry, had informed the Commission that their company is engaged in the manu- 
facture of Titanium Dioxide Pigment. They have a letter of intent for establishing a 
Titanium Complex involving a number of products including STPP; but in their programme 
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of implementation, which will take a few years, the manufacture of STPP will come only 

at a very late stage. Therefore, manufacture of STPP by M/s. Hindustan Lever Ltd. 

may not be of much relevance to them. However, subsequently at quite a late stage, 

this company showed a lot of interest regarding Hindustan Lever’s project. It not only 

sent two letters stating its objections to the Hindustan Lever’s proposal but also deputed 

a Managing Director, Shri Padam Kumar, IAS, to represent its view point before the 
‘ommission. 


Shri Padam Kumar raised the iollowing points during the course of the public hearing :— 


(c) 


(d) 


(e) 


(i) The company’s main production is that of Titanium Dioxide Pigment. In making 
’ this, the company turns out considerable quantity of 800 M3 dilute sulphuric acid 
in the form of affluent waste and this is being dumped into the sea. This discharge 
polluting the sea water and is disrupting marinelife. This is also affecting the source‘of 
livelihood of a large number of persons who are pursuing fishing as their main occu- 
pation. These persons, it was stated, made a lot of hue and cry and this resulted in 
disruption of the company’s work for sometime. A Commission of enquiry was 
appointed by the State Government to consider the problems arising by discharge 
of affluent containing sulphuric acid in the sea water. The Commission of enquiry 
stated that within one year this pollution should te stopped otherwise the company 
should be closed. As the closure of the company is not possible, it was decided 
that a scheme will be chalked out to recover sulphuric acid from the waste which 
is presently being dumped into the sea. The scheme envisages a production of 500 
tonnes per day of sulphuric acid and to utilise this, the company proposes to set up 
a STPP plant in the near future. The company has no other alternative but to pursue 
this programme otherwise it cannot run its Titanium dioxiae project. The company 
expects to start the site-work sometime in the year 1974. It has already prepared a 
Techno-economic fvasibility report. It is also negotiating for technical know-how 
from an Indian company. 


(ii) Other factors mentioned by the company’s representative in support to this proposal 
were :— 

(1) abs project will be located not only in a backward area but in a backward state 
also. 


(2) Since the project will be a consequence of waste recovery programme ana better 
utilisation of resources, it may work out cheaper from the point of view of cost. 


(3) The production will not be for captive-use of the manufacturing company. 


In view of the above, the contention of the representative was that this company’s project 
which is bound to come up shortly, may be kept in view by the Commission 
while considering the application of HLL. 


Shri Kotian appearing on behalf of the existing producer viz. M/s. Albright, Morarji & 
Pandit Ltd. besides reiterating objections contaired in the company’s letter; to the Com- 
mission mentioned that M/s. Albright Morarji & Pandit Ltd. are prepared to share the 
know-how for the manufacture of STPP with any Indian party provided it is not :— 


(a) A firm of consulting engineers 

(b) A producer ¢f synthetic detergent 

(c) A party who proposes to manufacture STPP 
(d) through Hydrochloric Process Route. 


D.C.M’s representative said that he has no objection to the HLL’s proposal but the 
Commission should consider that D.C.M. has also under active consideration a proposal 
to manufac.ure 20,000 tonnes of STPP. The company has, it was stated, submitted its 
application to the Government (Department of Company Affairs) for consideration under 
the MRTP Act. It was stated that the DCM has developed complete technology for the 
manufacture of STPP through its R & D Division and is also prepared to share it with 
other indigenous manufacturers. It was stated that the company has made a patent 
application for its know-how anc the same is pending with the patent authorities. 


Other speakers did not make out any new points which have not been covered in the earlier 
discussion. 


We will consider these objections ia the Chapter relating to examination of the proposal. 


CHAPTER IV 
SCHEME OF FINANCE 


; 4-1 According to the information supplied by the company, requirements for fixed and work- 
ing capital during the projected period, from 1973 to 1978 will be as under :— 


TABLE NO. VIII 
(Rs. in lakhs) 


New proposed lines 
wh. 


sooo, ey 
Total outlay Existing lines Caustic Soda/Ossein 
STPP Project etc, 
Plant & Machinery . : . . + 754 + 125 for the 780 ; 770 
year 1978 
Building 5 ‘ . . . . + 155 130 100 
Off sites - . ‘ . . . . * (Separate break up 90 60 
not given) : 
Total + + + + + + + 1034 1000 930 


Oe ree eee ter 


4-2 Year-wise requirements of the Fixed Capital and increase in the working capital indicated 
is as under :— 
TABLE, NO. IX 














Existing Lines , New Proposed Lines 
Year Fixed Capital Increase in working Fixed capital Increase in working 
capital ; capital 
1973 . . : 109 123 
1974 , ’ : 197 105 ae 
1975 : : : 236 122 480 ste 
1976 oa . : 272 165" 986 14 
1977 : : ‘ 95 191 464 222 
1978 : . D 125 210 iG 13] 
~ 034—~C*~<“‘é‘S O!#~#;!O!O!#!#«*NS2SIOC~*~*~‘~*;*# 367 
Total : Fixed Capital. - . . : 2,964 
Working Capital + + ° 1,283 
"4,247 


et NN Heelan etry 


Sources of Funds 
4:3 The expected sources of funds intimated are— 








TABLE NO. X 
(Rs. in lakhs) 
7 Existing Lines Proposed Lines - 
(i) Internal Generation 

Net profit after interest and taxes . : : : . 2499 19 

Add; Depreciation «°° ‘ : * : . ‘ 947 303 

Less : Dividends : , : . ’ : ’ : 1791 247 

Net internal generation - 2 : . : . 4655 75 
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TABLE NO. X—Contd. 











Existing lines Proposed line 
(i) Issue of Share capital Gactading t Premium oe Rs. 326 men) 66 699 
Git) Long term loans . . 98 1133 
(iv) Bank Borrowing 131 us 390 
Net available for investment 1950 ; 2297 
ars 4,247 


Total . ; . fo 2k , . : : : : : : ; 








4:4 Further details regarding Internal Generation are as below :— 


Jaternal Generation of Funds 
4-5 Internal Generation from existing and proposed lines has been estimated as under :— 





















































TABLE NO. XT 
Existing Lines Proposed Lines Total 
AG eater see tae eae oe 161 (1 S MN oe 160. 
1974 . . . . . . ‘ 213 (—) 4 209 
1975 a 270 (A290 241 
1976 Hoe ses 303 (—)87 216 
1977 a re er 315 13 328 
1978 a 393 183 «$16 
Dhaai wed 95 "4,730 
4-6 Detailed break-up from the existing and future projects is as below:— 
. . 1973 974 +1975 +~«=«197%6 +~S—«1977~SS=«W978 
Profit after interest & depreciation (Separate 
figures for interest are not available) 7197 921 1,123 1,311 1,392 1,514 
Less: : ; 7 ; 
Taxation: «+ + + 6+ 4 + 510 589 719 852 905 984 
Dividend: © + 9+ + + 270 270 287 310 327 327 
Retained Profit + - + + + 7 6 U7 149 160 230 
Add: ; 
Depreciation - © + + «© + 144 151 153 154 155 190 
Total funds available for plough back - 161 213.~——«270 303 315 393 


Total: : : : . . * Rs, 1,655 lakhs. 





Internal Generation from New Proposed Lines 
4:7 Internal generation during the projected years for the new lines will be as under :— 
(Rs, in lakhs) 
1973. 1974 ~=S=«97S.—~=*=<“‘«‘dTGS~C*«“C«aTT:«C*«i ST 














Gross Profit before payment of interest but 


after depreciation « »  ()1-00 (—)4:00 (6-00 (—)17-00 —-5-00——-362-00 
Less: ; 

Interest © + * tt - _ - 3-00 58-00 ~—- 86-00 

Taxation - ‘ . . . . : oe as Fan ae 7-00 166:00 

Dividend: - - + © + hy 1. 23-00-7200 76-0Ss« 76-00 
ee na ne entender eect eet enen To cm ce ee eee 

Retained profit a ee ee re 00 (--)4-00 (—)29-00 (—)92-00 (—)136-00 34-00 

Depreciation - ‘ . : . . i 5-00 149-00 149-00 


(--)1:00 (a4 00° (_)29- 00 (—)87: 00 13-00 183-00 
Total : 75-00 
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4°8 The above details will indicate that the Scheme of Finance furnished by the company 
covers the probable expenditure on the existing lines as also 4 new projects as below :— 
(1) Project under consideration viz. STPP project 
(2) Proposal regarding setting up of two units to manufacture synthetic detergents at 2 new 
locations in the State of U.P. & J. & K. 
(3) A project for the manufacture of Caustic Soda (33,000 tonnes) 


(4) A project to manufacture Ossein & Di-Calcium/phosphate (3,000 and 6,000 tonnes res- 
pectively). 


4-9 On the basis of the composite Scheme of Finance furnished bv the Company, it would be 
noticed that a sum of Rs. 765 lakhs is proposed, to be raised by the company by issue of new shares. 
The proposal regarding issue are as below :-— 





Year Amount to be raised by fresh 
issue inclusive of premium 





1975 233 lakhs 
1976 532 lakhs 


Out of the above Rs. 765 lakhs, Rs. 66 lakhs are for meeting the requirements of the existing 
lines and Rs. 699 lakhs for the new projects. 


4-10 The company has, approximately, worked out that the issue of shares will involve a 
premium of Rs. 7-50 per share. On these calculations the issue of Rs. 765 lakhs will mean addition 
to share capital of Rs. 437 lakhs and premium of Rs. 328 lakhs. The company is proposing to issue 
bonus shares worth Rs. 240 lakhs. The capital of Rs. 1445 lakhs as on 31st December, 1973 will get 
increased to Rs. 2122 lakhs (1445-+240+437) by the end of 1976. The increase in various years will 
work out as below :— 





Years 1972 1973 1974 1975 1976 1977 
Total Share 
Capital 1,445 1,685 1,685 1818 2,122 2,122 





4:11 On the basis of the above, the dilution of the share capital will take place in two stages. 
The foreign share capital will be reduced to 79% in the year 1975 and 68% in 1976. However, during 
the course of the public hearing after discussion with the company’s representative, it was decided 
that for dilution purposes only the project under consideration ic. STPP project should be considered 
and dilution formula should be worked out with reference to this project only. We will mention our 
suggestions and the company’s reaction to this at a subsequent stage in this report. However, in view 
of the willingness of the company to dilute the capital to 70° as a result of this scheme alone, we 
do not consider it necessary to give our comments on the Composite Scheme of Finance submitted 


by the company. 


CHAPTER V 


EXAMINATION OF THE PROPOSAL 


5:1 STPP is one of the rawmaterials used for the manufacture of synthetic detergent where 
rapid and large expansion is envisaged, to replace the use of washing soap and this reduce imports of 
oiland tallow. The soap industry in the country is almost a century old. However, detergent powders 
have been developed during the last 15—20 years only. Detergent is intended to be a substitute for oil 
and fat-based soap. There is an acute shortage of facts and oils in the country and the prices of oils 
have been rising at a very steep rate. In the case of one oil only viz. groundnut oil, the figures sub- 
mitted by the applicant company indicate that the rise in price has been abnormal during the last 
5-6 years. The position regarding average groundnut oil price per tonne excluding sales-tax at Bombay 
during the years 1967-68 to 1972-73 has been reported to be as below :— 


eee 


Year Price 
1967-68 ; ; ; ; ; F : : ; ; - 3,600 
1968-69 : ‘ , . : : ' : : a + 4,280 
1969-70 . se . . . . . . . - 4829 
1970-71 ; : : : ‘ . : . . : - 4,274 
971-72 ; : : . - : . . : ‘i - 4100 


197-73 = ee OSH 
~*price ruling on 25th July, 1973. ~ ™ 


5°2 Besides rise in the cost of oil, there is general shortage of oils in the country and therefore 
the oil used in the soap industry needs to be diverted for human consumption. The prices of tallow 
in the markets abroad have also in the recent years shown quite high upward trends. In view of this, 
it will be necessary to change the washing habits and switch over from th. traditional oil soap to non- 
soapy detergent. Thus the need for c-eating additional capacity for this item is well established and 
speedy steps are required to be taken to promote the indigenous production of the various items that 
are required in the manufacture of non-soapy detergent. STPP is one such important item. 


5:3 Indigenous manufacture of STPP will also lead to considerable savings of foreign exchange. 
The D.G.T.D. in one of their comments has worked out these savings as below :— 


“Demand for industrial phosphates in the country is fast outstripping the indigenous produc- 
tion. This plant, by producing 30,000, tonnes will eliminate the import of this quantity of 
sodium tripolyphosphate, at c.i.f. cost of about Rs. 1,600 per tonne, or a total savings of 
Rs. 480 lakhs per annum. This would give a net saving of Rs..4!8 lakhs per annum after 
excluding annual imports of sulphur and components.” 


The applicant company has, however, worked out this saving at Rs. 5 crores i.c. 30,000 tonnes 
@Rs. 1,700/- per tonne. 


5:4 For determining the demand of STPP in future years it is necessary to work out the de- 
mand for synthetic detergent. Various estimates have been made regarding such demand. These 
are given below in a tabular form :— 


TABLE NO. XIII 





Year Indian Petro- tISK&TMA *Hindustan Task Force Sub-group on 
Chemicals Cor- Lever soaps deter- 
poration gents. 

1973-74 . : * 88,500 98,000 92,000 ii 62,000 
1978-79 : : + 2,50,000 3,23,000 3,42,000 4,17,000 3,55,000 
1982-83 . : : - ve 6,41,000 a : 
1983-84 : . : bs ae . oe 8,30,000 


*Relers to calendar year, 
{Indian Soap and Toiletries Manufacturers Association, Calcutta. 


336 


337 


5:5 For our piesent enquiry we will only take into account the demand estimates upto the 
financial year 1978-79 which is the period covered under the Vth Five Year Plan. The Task Force 
on petro-chemicals have estimated the demand of synthetic detergent, at two levels. The higher 
level demand is based on the past trends, a growth rate of 36 per cent per year (for the period 1965 
to 1971), while the lower level demand is based on limited production and availability of this product 
during the Fifth Plan. Demands given in column 5 of the above table correspond to the higher level 
demand. The Task Force for petro-chemicals felt that the alternative corresponding to the higher level 
would be distinctly preferable to the lower level demand. It may be mentioned that the lower level 
demand estimates of the task force for the two yearsi.e. 1978-79 and 1983-84 were placed at 2,50,000 
tonnes and 6,50,000 tonnes respectively. 


5-6 Planning Commission has estimated the production of synthetic detergents to be Rs. 29-3 
crores worth (quantity not given) in 1973-74. The sub-group on soaps and. synthetic detergents of 
the Planning Commission Committee on Essential Commodities and articles for mass consumption, 
on the basis of estimated production level of soap and detergent and the respective market price has 
noted that the value of production estimated by the Planning Commission was on the lower side. The 
group therefore, made some adjustments.to the 1973-74 base figures and revised the 1973-74 estimates. 
A rate of 26-5°% per annum growth (corresponding to the growth rate for the period 1968-71) was 
applied to this estimate to arrive at the following estimates for the years 1973-74 and 1978-79. 


TABLE NO. XIV 


Estimated Production 


(eo oc SE 











Synthetic Detergents Soaps 
Tonnes Rs. in crores Tonnes Rs. in crores 
1973-74 + : . : . : 62,000 44°8 6,50,000 159-0 


1977-89: : ¢ ‘ ; 2,20,000 144-0 * 9,90,000 211-0 





tc I A A 





5-7 This additional soap production will result in a draft on oil and fats to the extent of addi- 
tional 1,30,000 tonnes over and above the current oil\and. fat consumption of the soap industry as a 
whole. The projected level of production of soap in 1978-79 may be difficult to achieve unless :-— 


(a) the tallow imports are significantly increased, and 
(b) there is some diversion of edible oil for.soap production. 


5-8 A third alternative could be to increase production of synthetic detergents to replace 
soap to a large extent. The anticipated deficit in fatty material is about 65,000 tonnes corresponding 
to a production of about, 2,00,000 tonnes of soap. This could be replaced by increased production 
of 1,35,000 tonnes of synthetic detergents. If this basis is adopted, the production of detergents 
in the year 1978-79 may be 3,55,000 tonnes. : 


5-9 The demand estimates of IS&TMA (India Soap and Tciletries Manufacturer’s Associ- 
ation) are based on past trends and consumption pattern of synthetic detergent in foreign countries. 


Consumption of Synthetic Detergeats 


5-10 In India per capital consumption of Synthetic Detergents in 1971 was 0-9 / Kilogram 
whereas in some of the more advanced. countries in other parts of the world, the per capital consum- 
ption of Detergents has reached a level of 8-09 kilogram. Thus on an average, in India, a person 
consumes only about one hundredth of what his counterpart does in advanced countries. There is, 
therefore, an urgent need to make available this important item of mass consumption in larger quanti- 
ties. hoe 


5-1L Though the Planning Commission has not yet taken a final decision on the report of the 
sub-committee on Essential Commodities & Mass Consumption, for our purposes we will adopt 
the demand for synthetic detergents worked out by this Committee for the year 1978-79 as this appears 
to be quite realistic to us considering the various aspects taken into account by the Committee in 
basing its conclusion. Hence the demand for synthetic detergents at the end of the financial year 
1978-79 will be taken at a figure of 3,55,000 tonnes. 


5-12 Though we are not, in the present enquiry, directly connected with the present produc- 
tion of synthetic detergents etc. we will make a passing reference regarding the present capacity in this 
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field and the capacities that are likely to be created by the end of the year 1978-79. The position very 
briefly, in this matter, is as below:— 





(a) Installed capacity - ; ’ : : ’ : : * 55,700 tonnes 
(b) Approved capacity ’ : . , : ss - $2,000 tonnes 
(c) Capacity covered by Licences & Letters of Intent issued + + 1,31,700 tonnes 

Total + + + + + + 2,39,400 tonnes 





5+13 Besides the above, there are presently 58 applications for the manufacture of synthetic 
detergents pending for consideration before the Government. These cover a capacity of 6,35,800 
tonnes per annum. These applications are reported to be at the final stage of processing. 


: 5:14 To support the preposition that demand of synthetic detergents is. fast 
increasing, we would like to give the figures of the total production of the existing 4 units in the 
country during the years 1968 to 1971. The figures are :— 


TABLE NO. XV 











Year Total production Annual rate of growth 
(in tonnes) (percentage) 
1968 . S ans . . : 18,704 2 
1969 . . : . : . 22,914 22 
1970 ' : ’ : : . 31,386 37 


1971 : : : : ; ‘ 33,733 71 





Raw Materials required for the Manufacture of Synthetic Detergents : 


5-15 The main raw materials used forthe manufacture of Synthetic Detergents are :— 
(i) Detergent Alkylate (Alkylate Benscne or Docyse] Benescne) 

(ii) Sodium Tripolyphosphate (STPP) 

(iii) Soidum Sillicate 

(iv) Caustic Soda ete. 


5-16 A commercial detergent formulation contains an organic compound, which imparts the 
basic surface active property and the undermentioned builders for obtaining the undermentioned 
characteristics :— 

—phosphate such as STPP and sodium pyro phosphate as foam extenders (25—-40°%) 

—sodium carboxy cellulose to improve soild and dirt suspension 

—fluorescent dyes as brighteners 

~—sodium silicate to avoid aluminium corrosion in washing machines. 


Percentage of STPP Content in Detergents 


5:17 For working out the demand of STPP in the next few years it is necessary to work out 
the percentage of STPP in synthetic detergent formulation. The Commission in this connection has 
made detailed enquiries from various sources. In addition to the four main manufacturers of de- 
tergents, 12 other parties have given information on this aspect :— 


TABLE NO. XVI 


Name of the party STPP content 


!. M/s. Ultra Marine & Pigments Ltd., Bombay - . : : ‘ = . : 30% 
2. M/s. Swastik Oil Mills, Bombay : . : : : . . . . 30% 


3. M/s. Gala & Company, Bombay . ~ . . . ‘ . : 30% 
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TABLE NO. XVI—Conrd. 








Name of the party ; STPP content 
k DEM DE oe Se ee Gk RAO, 
5. Tata Oil Mills Company Ltd., Bombay —- . . . . “os ' 20% 
6. Indian Petro-chemicals Corporation, Gujarat + . . . . . : 25—-30% 
7. Vivek Oil & Soap Industries, Bombay . ’ : . . . . ‘ 30% 
8 D.G.T.D. : : é P . 5 : P J F F . ‘ 40% 
9. Witoo Pvt. Ltd., Fort, Bombay - : . . : . : . ‘ ’ ; 30% 
10. M/s. Albright, Morarji & Pandit Ltd., Bombay - ‘ . . ‘ ‘ . 5—30% 
ii. Kusum Products + + + He . srs : 30% 
12, India Laboratory Products ws : . ' : : : : . . 25-30% 
13. Standard Detergents & Chemicals - . . . , . . . . 25-30% 
14, Rajasthan Chemical Corporation : ‘ . . . : : : : 25% 
1§. Union Home Products + + + + 8 + 8 8 Fes 30% 
16. Hindustan Lever re ch te 1) ge 30% 





Ree tet ye tren nines esa trn—fe-enrnonstentt=niemsmativins Hi 


5:18 The Indian Standard Institution in their Specification for synthetic detergents have 
included a quantity of 40° of STPP for detergent formulation. Ina preliminary report that has been 
received by the Commission from an intending producer of STPP the content of STPP and/or tetra 
sodium pyrophosphate has been estimated between 30 to 50%. During the course of the public 
hearing, the consensus of the opinion was that in a tonne of synthetic detergent, the STPP content _ 
will be around 300 Kg. Considering all the above views and opinions, we feel that it would be safe 
to presume the STPP content in detergents to be of the order of 30%. 


5-19 Applying this rate of 30% on the accepted demand of 3,55,000 tonnes of synthetic de- 
tergents by the year 1978-79, the requirements of STPP will work out to approximately 1,08,500 tonne. 
Adding to this 25% for idle capacity, etc., the capacity that needs to be created by the year 1978-79 
will be of the order of approximately 1,33,000 tonnes. It appears necessary to create this capacity 
to meet the expected demand of 3,55,000 tonnes of synthetic detergents by the year 1978-79, 


5-20 With the above background. we will consider the existing capacity of STPP in the country 
and the capacity that is likely to be created by the year 1978-79. 


Capacity 


5:21 At present there are 3 units which have been licensed to manufacture STPP. They 
are !—. oe 


1. Mis. Albright, Morarji & Pandit, Bombay 
2. M/s. Excel Industries Ltd., Bombay 
3. M/s, Star Chemicals Private Ltd., Bombay 


having licensed capacity of 25,000, 1,000, 180 tonnes per annum respectively . Of these, the second 
one i.e. M/s. Excel Industries Ltd. has not installed any capacity. They have not been able to product 
SYPP due to their difficulty in getting raw material for their phosporic acid plant. The present in- 
stalled. capacity-of M/s. Albright Morarji &Pandit Ltd. is 18,000 tonnes and that of M/s. Star Chemi- 
cals Private Ltd. 180 tonnes. Installed capacity of Albright Morarji had been 12,500 tonnes per annum 
for 4 Years i.e., 1967-68 to 1970-71. It was raised to 18,000 tonnes in the year 1971-72. Thus total 
installed capacity in 1971-72 was only 18,180 tonnes per annum. 
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5:22 As against the above capacities, the actual production in the years 1969 to 1972 (as 
reported by D.G.T.D.) had been as below :— 
A) M|s. Albright, Morarji @ Pandit Ltd., Bombay 


a re OF I AN am 








Years — Actual Production in 
. Tonnes 
1969 j ‘ ; : : ; ’ ‘ F ; ; 4937 
1970 ‘ - 3 : F ? , . ae . ‘ 9134 
1971 : , ‘ ‘ ; ; ; : : P : 1971 


972 7 16,937 








(B) M/s. Star Chemicals (Bombay) Pvt. Ltd. Bombay 


They did not report production for STPP. Recently, they have reported to have produced 
68:5 tonnes of STPP in December 1972. 


5-23 Intending Manufacturers 


(A) Parties who have already secured the Licence/Letters of Intent 


(a) M/s. Ballarpur Paper & Straw. Board Mills Ltd. have a licence to manufacture 10,000 
tonnes STPP per annum subject to clearance under the MRTP Act. This concern has 
applied for enhancement of STPP capacity from 10,000 tonnes per annum 24,000 tonnes 
per annum as the company even at this stage has started feeling that it will be having sur- 
plus chlorine. This application is under consideration. This compnay will manufacture 
STPF by hydro-chloric acid process route. It has entered into firm agreement with the 
Government of Mysore regarding its requirement for land, water and electricity and will be 
setting up the plan at Karwar. 


(b) M/s. Travancore Titanium Products Ltd. were issued a letter of intent for 36,000 tonnes: 
of STPP per year in July 1972. We have mentioned about the proposal of this company 
in detail in Chapter III regarding objections and hence the same will not be repeated 
here. 


(B) Details about parties whose application are under consideration of the Government 


M/s. D.C.M. have also applied to the Government for a licence to manufacture 20,000 tonnes » 
of STPP. Their application has been considered by the Licensing Committee subject 
to clearance under the Monopolies & Restrictive Trade Practices Act. The company is 
pursuing this aspect further. It claims to have done considerable research work in deve- 
loping the technology for the manufacture of STPP. Mention about this has also 
been made in Chapter IIT. 


(C) Details about applications recently made 


Recently 6 more applications have been made for the manufacture of STPP. Of these two, 
those of M/s. Bharat Commerce & Industries (20,000 tonnes per annum capacity) and 
Tata Mills Ltd., Bombay (17,000 totines per annum capacity) are being referred to the 
Licensing Committee. The other four are from (i) M/s. Aminchand Pyare Lal (STPP 
30,000 tonnes per annum, Phosphoric Acid for captive use 30,000), (ii) C.R. Jain of Shakti 
Nagar, Delhi (STPP 30,000 tonnes per annum), (iii) Christopher John of Bombay (Sul- 
phuric Acid 54,000, phosphoric acid 19,000 and industrial phosphate 30,000) and (iv) 
M/s. S.R.P. Tools Ltd., Madras (STPP 10,000 tonnes per annum). These are still in the 
preliminary processing stage. 


5:24 M/s. Hindustan Copper Ltd., Calcutta, a Government of India undertaking has informed 
the Commission that they have applied to the Government for a licence to manufacture 20,000 tonnes 
of STPP. This application was made on 20th June, 1973. The company has got a project report 
prepared and expects to complete construction of plant etc. within 30 months from the date of sanc- 
tioning of the project by the Government. Phosphoric acid for the manufacture cf STPP will be 
available to this Corporation from its own Acid-cum-Fertilizer plant under construction at Khetri 
copper complex. 
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5°25 The complete picture relating to the existing capacity, capacity for which letters of intent 
have been issued, capacity recommended and other capacities applied for is as follows :— 


Existing Capacity 














Name of the Existing Manufacturer Sanctioned Capacity (Tonnes) _ Installed capacity (Tonnes) 
1. Albright Morarji + . . . , 25,000 18,000 
Extra 25,000 capacity is also 
envisaged. 
2. Excel Industries . : ’ ‘ . 1,000 They have not been able to pro- 


duce STPP due to their diffi- 
culty in getting raw materials 
for phosphoric acid plant. 


3. Star Chemicals : . . : ‘ 150 180 








Capacity for which letters of intent, ete. have been issued 











Name of the manufacturer Annual capacity sanctioned Remarks 
(Tonnes) 
1. Ballarpur Paper & Straw Board Mills Ltd. 10,000 An_ application for substantial 


expansion for a capacity of 
14,000 tonnes per year has also 














been made. 
2. Travancore Titanium Products - . : 36,000 a progress has been made so 
ar. 
Capacity Recommended 
Name of the manufacturer Annual capacity (Tonnes) Remarks 
t. D.C.M. Chemical Works * . ‘ 20,000 The case was considered by the 


Licensing Committee and is 
now under consideration for 
M.R.T.P. Clearance. 


2. Hindustan Lever - ' . ‘ . 30,000 Do. 


3. Bharat Commerce & Industries Ltd. -, . 20,000 Summary for licensing commit- 
tee recommending the propo- 
sal has been submitted. 


4 Tata Mills Lid. . . s 8 17,000 Summary for the licensing com- 


mittee is under preparation. 





Other applications 








Name of applicant Capacity applied for 
1. Satyapal Partner Amichand Pyare Lal STPP — 30,000 Tonnes* 
New Debhi. ; 
2. C.R. Jain, Shakti Nagar, New Delhi . STPP _ 30,000 ,, 
3. Christopher John of Bombay - . * Industrial Phosphate — 30,000 ,, 
4, Shri S. Ram Ch. Subramaniam of M/s. STPP _ _ 10,000 ,, 
S.R.P, Tools Ltd., Madras. 
5. Hindustan Copper Ltd. - : : . STPP a 20,000 ,, 





*To be produced through hydrochloric acid process route. 


5:26 If all the applications fructify, the installed capacity of the cxisting and future units in 
the country would be 2,93,180 TPA say by the end of 1978-79. 


45—10 M of LI & CA/ND/79 
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5-27 We have considered the claims of various intending manufacturers of STPP, besides the 
applicant company. After taking into account all the facts, we feel that at best the following capa- 
cities may materialise by the year 1978-79 :— 


Tonnes 

1. Ballarpur Paper & Straw Board Mills Ltd , : * ~ + $0,000 
2. M/s. Travancore Titanium Products, a Public Sectors Undertaking 36,000 
3. D.C.M. ' . , . , . , , ' 20,000 
4, Albright, Morarji & Pandit Ltd. (existing sanctioned capacity) - 25,000 
5. Applicant Company ‘ j . . . . - 30,000 
Total : . -  1,21,000 





After taking into account all the aspects, we are of the view that the other applicants whose 
applications are still in the initials stages may not be in a position to complete all the formalities and 
start production by the year 1978-79. The capacity that is likely to be installed by the year 1978-79 

including the proposal of the applicant company) will be of the order of 1,21,000 tonnes as against 

the expected demand of 1,33,000 tonnes. Hence, in order to avoid shortages, there is an immediate 
need for sanctioning more capacity and the party who can start production at the earliest should na- 
turally get preference. 


Criteria for Permission 


5:28 Before commenting further on the proposal of HLL, we would like to mention here the 
criteria that the Commission would like tovkeep in view in considering the proposal of the applicant 
Company. 


5:29 In forming its opinion on an application by any person as to whether he should be per- 
mitted by the Central Government to establish a new undertaking for production of any goods, the 
Commission has, as required by Section 28 of the MRTP Act, to take into account all matters which 
appear in the particular circumstances to be relevant. The Commission must ensure production of 
such goods in such volume and at such prices as will meet the requirements of _ the defence of India 
and home and overseas market. The requirements must not only be the present requirements but 
also the projected requirements for a reasonable time. This can be ascertained from the reports of 
studies carried out by several governmental and other reliable authorities or bodies. The overriding 
consideration should always be not to permit any shortages of such goods as far as the Commission 
can envisage the future requirements. It is a matter of commcn experience that shortages lead firstly 
to smuggling and secondly to black marketing. In both cases there is widespread evasion of taxes. 
The overriding consideration, therefore, must always be to avoid shortages. 


5°30 Section 28 (€) requires that the Commission must encourage new énterprises as a counter- 
vailing force to the concentration of economic power to the common detriment. This objection 
can best be achieved by recommending permission to be given to non-monopoly houses using entirely 
Indian capital and technology. If there is such applicant reacy, willing and able to produce such 
goods, he should be preferred to other categories of producers. It may be that such applicant is 
setting up a captive unit for production of goods to be used in his other manufacturing activities. 
This is popularly known as vertical integration. Between two applicants, one setting up an indepen- 
dent unit and the other one setting up a captive unit, preference should be given to an independent 
unit. Such a course acts as a countervailing force to the concentration of economic power to the 
common detriment. It also reduces unfair competition by giving a price advantage to the owner of 
the captive unit. 


5:31 If a non-monopoly house with Indian capital and technology is not willing to manufac- 
ture the goods, the Commission should normally recommend a monopoly house which uses entirely 
Indian capital and technology. Between two such monopoly houses, one wishing to set up a captive 
unit and the other an independent unit, preference should naturally be given tc the one who is setting 
up an independent unit. : 


5-32 If there are no applications with entirely Indian capital and technology, in the interest 
of industrial development of the country and the avoidance of shortages the country must utilise foreign 
capital in a manner most advantageous to the country. It is acknowledged by our Government that 
Indian capital needs to be supplemented by foreign capital not only because national savings will not 
be enough for the rapid development of the country on the scale one would wish but also because 
in many cases scientific, technical and industrial knowledge and capital equipment can best be 
secured along with foreign capital. 
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5-33 The next preference should, therefore, be given to Indian entrepreneurs who own majo- 
rity of the share capital of the entreprise and foreign share capital is in minority provided foreign 
technology is essential for the industrial development of the country in respect of the relevant goods. 
Here again, the preference is to be given to ente1priscs which are not monopoly enterprises. 


. 5-34 Next in order of preference come enterpris:s there major pait of the shareholding is 
in foreign hands but the enterprise is not a monopoly enterprise. In both cases where thers is 
foreign capital employcd, preference should bz given to an applicant who is setting up an independent 
unit over an applicant who is setting up a unit for captive consumption. 


5-35 The last in order cf reference come monopoly houses with majority to their capital 
held by foreigners. There again preference must be given to an applicant who is setting up an inde- 
pendent uni. over an applicant whe is setting up a unit fc1 captive consumption. 


5-36 We must, however, observe that on the cccasion of each expansion or ‘<tting up of a 
new undertaking, applicants, major part of whose shaie capital isin foreign hands, shoula be willing 
to dilute the capital by issue of a substantial portion of the fresh capital required fcr the new under- 
taking by offering it to Indians at least in accordance with the Government policy formulated and. 
announced from time te time. The Commission, would however wish and may in considering rele- 
vant circumstances, insist on a larger degree of capital dilution then the minimum acceptable to the 
Government, depending on the circumstances of each case, 


5:37 The above criteria can at best be broad indications. There can never be any mecha- 
nical or inflexible rule laid down for criteraining-applications. Each case must be detcrmined on 
its own circumstances. - Because, apart from the considerations indicated above, there are other factors 
such as where an applicant which. falls within-any of the: above categories is willing to set up the new 
undertaking in a backward area or in a region where there is no other industry for the production 
of the relevant goods, as this will reduce disparities in development between different regions and more 
especially in relation to areas which have remained markedly backward. It is also in national interest 
that the percentage of shareholding of fcreigners should be gradually reduced. Our Governmcnt 
has often stated that as a rule the major interests, ownership and effective control of an undertaking 
should be in Indian hands, and that the Government will not abject to foreign capital having control 
of shares for a limited period, if it is found to be in the national interests and each individual case will 
be dealt with on its merits. Wherever Indian with requisite technical qualifications are available 
for employment, they should be preferred to non-Indians and where technical skill or experience is 
required, foreigners may be employed until Indians are trained for the posts in the quickets possible 
manner, One of the factors to be taken into consideration in each case will necessarily be the willing- 
ness of an applicant with foreign capital to dilute such foreign holding and the extent of such d‘lution. 
This in itself achieves the object which serves public interest. The past or the proposed contribution 
of the applicant to rescarch and development of indigenous technology is another factor. Indiani- 
sation of management and contribution to development of managerial skills is also a factor to be taken 
into consideration. The possibility of export of goods manufactured in India and earning of foreign 
exchange is another relevant consideration. The Commission has also to form an opinion on the 
capacity of the applicant to carry out the scheme judged from the past preformance of the applicant 
or from other date. 


5-38 All such applications have to be determined. objectively by the Commission after taking 
into account all matters which appear in the circumstances to be relevant. In a given case, there may 
be circumstances in favour of and against a particular applicant. The Commission has, there- 
fore, to strike a balance and give its own opinion as to what will be in the best interests of the country 
and the common good. There can, therefore, be no mechanical or inflexible rule laid down, and each 
case must be determined on its own merits. 


5-39 All applications must, however, be determined taking into considerations the overriding 
purpose of avoiding shortages. 


5-40 The application of HLL has been examined in detail keeping in view the above guide 
lines. We are satisfied that immediate steps should be taken to augment the supply of STPP in the 
near future to meet the shortage of oil and soap, etc. On a revinew of the claims of the existing and 
future enterepreneurs in this field we find that at present there is only one source of production of this 
material and that is M/s.. Albright, Morarji and Pandit Ltd. This concern has recently reached a 
capacity of 18,000 tonnes (against a sanctioned capacity of 25,000 tonnes) and hopes in future not only 
to reach this capacity but to go in for future expansion and bring the capacity to 50,000 tonnes. This 
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conipany has also foreign sharcholding to the extent of 46% at present. It was stated during the 
course of the public hearing that steps are being taken to bring this equity to a little less than 40% 
and by and by it will be brought down to 26%. But at present the fordign shareholdings in the com- 
pany is of the order of 46% and this is quite substantial. 


5-41 This producer is also situated in the western region and depending on him oaly for 
the supply of STPP for future needs will also create great Regional imbalance. Further, allowing 
only one producer to expand in the same line and continue to be a monopolist in that line will bé 
against the letter and spirit of the M.R.T.P. Act. Therefore, we feel that a s¢cond source of supply 
is absolutely necessary and needs to be developed. 


5-42 The other claimants whose capacity may materialise by 1978-79 are :— 


(i) M/s. Ballarpur Paper & Straw Board Mills Ltd. 


This company proposes to follow hydrochloric acid process route for the manufacture of 
STPP. Though we wish all success to this company, we are not very sure how far the 
technology proposed to be adopted, which is going to be an altogether new one for this 
country, will ultimately succeed. The Commission during the course of its enquiry has 
been informed that a large phosphoric plant based on I.M.I. (MCL) process in Btazi! 
has closed down and to the owner is switching over to sulphuric acid procéss routé, It 
bas also been pointed out that there are following disadvantages of thé hydrochloric 
acid process route under Indian conditions :-— 


(a) There is not much likelihood of large scale centralised production of hydrochloric 
acid. 


(b) The disposal of bye-product,; calcium chloride obtained in the hydrochloric acid 
process route will to pose’a serious problem. 


(c) Hydrochloric acid process route requires some organic solvants which are not manu- 
factured in India. 


(d) Hydrochloric acid is extremely corrosive. 


(it) Delhi Cloth Mills Company Ltd. 


This company’s claim before the Commission was that it has developed its own technical 
know-how and will not be importing the technical know-how from outside thé country. 
However, the process invented by this concern has not béen patentéd so far afid we 
are not in a position to know how far their technology will be able to help in thé manu- 
facture of STPP. The technology proposed to be employed has not been fully tried to 
far and we are not very sure how much time this unit will take to come to a satisfactory 
know-how in this line. , 


(iii) M/s. Travancore Titanium Products 


It is the third manufacturer which is likely to come in the field, It.is a public séctor under 
taking. The written representations received from this concern at the late stage of this 
enquiry and the pleadings made by its managing director during the course of the public 
hearing do give an indication that this concern now seems to be quite serious about setting 
up its STPP plant, even though till very recently the D.G.T.D. was of the viéw that their 
scheme may not be implemented. Further we are not sure how much time this schemeé 
will take to materalise. Even during the course of the public hearing it was stated that 
the compnay has not conducted any study about the market for STPP. 


5:43 On the basis of the criteria mentioned by us we would have certainly like to give 
preference to these other undertakings vis-a-vis the applicant company where not only there is a sub- 
stantial foreign shareholding, but in whose case permission to expand will also lead to vertical inte- 
gration. However, we find that there are a lot of countervailing factors in favour of the applicant 
compnay. These are :-— 


(1) As already stated earlier, the only manufacturer ot STPP presently is in the western region. 
No one else so far has applied for a capacity in the Eastern Region. HLL’s is the only 
proposal for setting up a STPP unit in the Eastern Region. From the point of view ef 
maintaining parity in different regions, we do foel that region-wise capacities are necessary 
and HLL’s proposal should get preference from this angle. 
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(2) HUL is a professionally managed Company. The Commission visited the detergent 
factory of this concern at Bombay and discussed the proposal 
with the company’s representatives. We were greatly impressed by the sinoérity of 
purpose shown by the managment. We feel satisficd that the company will be able to 
go ahead and set up the plant in the quickest possibls time. 


(3) The Compnay has been in the field of synthetic degtergents since past many years. It 
started production with a capacity of 6,600 tonnes per annum in its factory at Bombay 
in the year 1959. Also, this has been ihe concern which has been able to utilise its capacity 
almost fully in this field. A company with such a record can surely be trusted for better 
performance in the future also. 


(4) The field where the compnay wants to expand is the field where the Government has - 
permitted a concern of this type to expand—-i.e., Core Sector. 


(5) The company’s outlook is research oriented. We had an occasion to visit the Research 
Centre of the Compnay at Andheri, Bombay and we were very happy to see is working. 
A discussion about ils working has been made in Chapter II of this report. We feel that 
it will be possible to undertake the manufacture of the proposed product with the know- 
how proposed to be acquired and the basic facilities available at its R & D. Centre in the 
shortest possible time. 


(6) The location of the plan is in a backward arca and while some of the claims made by the 
company may (like those rélating to employment potentialities, etc.) appear to be far 
fetched, it cannot be denied that the sciting up of the proposed project at Haldia will 
definitely boost the economy of the-area and the State of West Bengal. 


5-44 However, the factors that go against the company are : 
(i) It has large foreign shareholding. 


(ii) Permission to manufacture STPP to this concern will lead to what has been described 
earlier—as ‘vertical intergration.’ 


(iii) Neither the Company nor its foreign shareholder possess any expertise or technical know- 
how inthe field of STPP. They propose to import the technology from abroad. 


5-45 These are also the major objections against this company’s taking up this project and 
these have been discussed earlicr in Chapter Ii]. We have, therefore, to find out as to how best thesé 
objections should be met if the applicant company is to be permitted to go into production at the 
éarliest possible time to avoid shortage in future. 


5-46 Regarding dilution of foreign shareholding the applicant compnay’s proposal was that 
it will abide by the Governiment’s guide lines in the matter of dilution of its foreign equity. The cost 
of the project has been estimated at Rs. 10 crores and according to the guide lines of the Government 
40% of this cost should be met by issue of shares to the Indian public. This 40% will be inclusive 
of the preniium that the Controller of Capital Issues may permit the compnay to charge. The pro- 
posal of the applicant company before the Commission was that Rs. 4 crores will be raised by issue 
of shares to the Indian public and bifurcation of this Rs. 4 crores between share capital and premium 
will work out to Rs 2-28 crores and Rs. 1:72 crores respectively. The cffect of this issue will be that 
the foreign holdings in the share capital of the company will come down from 85% to 75% only, after 
contemplated bonus issue of Rs. 240 lakhs. The Commission considered that dilution tc this eatent 
will not be sufficient and therefore proposals were made to the applicant company during the course 
of the public hearing to bring the foreign shareholdings further down. The company in the, first 
instance pointed out that there were certain difficulties in diluting foreign shareholding beyond the 
level contemplated in the guide lines namely : 


(a) This wil lead to additional cost which will make the products less competitive. Interest 
on borrowed capital is less than the dividend at the rate at which the Company has been 
paying it, if the moncy is raised by increasing the share capital, 

(b) Disadvantage to the sharcholders, 


“(c) Adverse effect that any departure from the guide lines may have on the Government’s 
International creditibility. 
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5-47 However, after some more discussion, considering the special features of the project, 
the Chairman of the Company has agreed to the dilution of foreign sharcholding in the company so 
as to bring it down to 70% as a result of this project alonc. They have, however, suggested some 
conditions to the dilution viz.-- ; 


(a) This proposal will be honoured only in the event of the Conumission recommending the 
project and the Centrat Government allowing it to go through. 


(b) It will not operate as a precedent for any of the companies’ future projects and that each 
project will be considered on its own merits. 


5:48 The second main objection relates to ‘vertical integretion’. It is true that in this country 
at present the existing manufacturers cf synthetic detergents do not manufacture STPP and to this 
extent the applicant company will have an advantage over them in tke matter of supply of this basic 
raw material. However, there are other companies in the country which make some of the basic 
raw materials for their own captive consumption. During the course of the public hearing, the appli- 
cant company’s representatives stated in clear words that :— 


(i) It will be their endeavour to, 
(a) ensure equitable distribution of STPP produced by them, 


(b) make it available to small scale manufacturers of synthetic detergents by making special 
allocation in their favour. Under Goyt. control if so desired by the Govt. 


(c) charge the same price from other manufacturers as will be charged by the company for its 
own captive use. For this purpose the company is prepared to maintain separate accounts 
regarding this product in such manner as may be prescribed by the Government and that 
their accounts will be open for inspection to indicate that no discrimination is made 
in the matter of charging of (he price for captive use and for outside supplies. 


5+49 Inthis connection, we may also. mention that the present proportion cf HLL 
in the field of synthetic detergents will get substantially reduced in future. The capacity 
already licensed and for which letters of intent/licences have been issued comes to 
2,39,400 tonnes (Please see para No. 5.12). Even if the capacity covered by licences and letters of 
intent is ignored, the total capacity installed and regularised by the task force, works out to 1,07,700 
tonnes. HLUL’s share in this comes to 46,000 tonnes, This wo1ks out to approximately 43% of the 
total capacity. se 


We have mentioned at para No.51-13 that there are 58 applications covering a capacity of 635,800: 
tonnes. These include three applications of HLL for a capacity of 42,000 tonnes. HLL during the 
course of public hearing, informed the Commission that they are presently interested only in two 
factories—one in U.P. and the cther in the State of Jammu & Kashmir. The total capacity for these 
factories applied for comes tc 28,000 tonnes. The future capacity of HLL will, thus, rise to 74,000 
tonnes as against an expected capacity of 8,75,200 tonnes (2,39,400 already covered by licenses and 
letters of intent plus 6,35,800 covered by applications made). The HLL’s share in this prospective 
capacity will be approximately 8-5%. Even if all the applications do not fructify, still the present 
dominent position of this concern is bound to go down substantially. Therefore, we consider that 
the grant of permission to HLL to produce STPP, even though it will be in the nature of a vertical 
integration, may not be much significance in the face of stiff competition that the company is expected 
to get in future from the existing and new entrepreneurs entering the field of synthetic detergents. 


5-50 In the matter of technology, it was stated that M/s. Albiight, Morarji and Pandit Ltd. 
is the one indigenous source from which it may be possible to get know-how, though it may not be 
quite satisfactory. However, M/s. Albright, Morarji & Pandit are notprepared to share their know- 
how with a party manufacturing synthetic detergents. Therefore this indigenous source is to be 
ruled out as far as the HLL is concerned. The company, however, during the course of the public 
hearing stated in un-equivocal words that it will be willing tc buy indigenous technology if ii is avai- 
lable. 


5:51 We consider that these safeguards meet these most important objections against the 
company’s proposal and therefore we will incorporate these in suitable terms in our recommenda- 
tions pertaining to this proposal. 
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Eutrophication Problem 


5°52 An important point that was raised during the course of above enquiry and with which 
not only HLL is concerned but which is a problem common to all STPP/phosphate manufacturers, 
is the problem of ‘eutrophication’ (or pollution’ in common parlance). It has been mentioned that 
discharge of water in rivers causrs eutrophication and makes the marine-life also unsafe. In recent 
years, it has been noticed that discharge of sewage wastes containing appreciable amount of phcs- 
phates intc lakes countributes to excessive growth of ‘algae’, but in lakes, ponds, and other slow mo- 
ving cr stagnent waters, the availability of excess nutrients because ef phosphate discharge 
can cause excessive growth of algae. The process by which lakes become clogged over a period of 
time with a bundant growth of algae is technically called “eutrophication” ot in other words, over- 
fertilization with nutrients. A clear distinction needs to be drawn between ‘eutrophication’—-Condi- 
tion of over fertilisation of natural waters and ‘pollution’ by offensive and possibly toxic effluents. 
Pollution is a world wise preblem where as eutrophication is an application only of certain waters, 
pial lakes, and reservoirs, as yet found only in some areas of U.S.A., Canada, Switzerland and 

weden. 


. 5:53 We have been informed that ‘Algae’ requires many elements for its growth, the most 
important in terms of quantities being carbon, nitrogen, potassium, mangesium, phosphate and 
sulphur. There is no evidence to indicate that ‘phosphate’ is the nutrient chiefly responsible for 
eutrophication. On the other hand, phosphate is reported to be a nutrient which can be effectively 
trapped, if necessary, by carefully planned agricultural operations and by properly functioning septic 
systems. 


5:54 Conditions (physical geographical features, etc.) in India ate similar to those in the 
United Kingdom. In U.K. the Standing Technical Committee on Synthetic Detergent which was 
appointed in 1957 has been continuously reviewing the role of phosphates vis-a-vis eutrophication as 
also the possible effects of the phosphate substitutes in detergent formulations. The Twelth Report of 
the Committee published in 1971 indicates that even if phosphate free detergents were manufactured 
in Britain, it is unlikely that growth of the ‘algae’ would be very much inhabited. Relevant extracts 
from the 12th and 13th report of this Committee are given below : 


1971 REPORT 


“(j) We have devoted considerable time and effort.to a study of the problems attributed to 
phosphate residues derived from detergent products and their relation to the processes of 
eutrophication. We have concluded that no significant problem has been shown to exist 
in the U.K. and there is as yet no.case for. recommending specific treatment to remove 
phosphate from sewage cffluents, although suitable processes are available. 


We have also studizd the possible effects of materials such as NTA (sodium nitrilotriace- 
tate) which have been introduced in the USA, Canada and Sweden as substitutes for part 
of the phosphate content of detergent powders. Before we could recommend the use of 
such materials further research would be required to establish all the necessary safety 
factors, to study their biodegradability under U.K. conditions and to determined their 
effects on the operation of sewage treatment works and rivers particularly in relation to 
toxic metals,” 


In the Thirteenth Report published in 1972 also the: above views have been upheld : 


“(c) We have reviewed the problems attributed tc phosphate residues derived from detergent 
products. We maintain our views that no significant problems has been shown to exist 
in Great Britain. Analytical data have been brought upto date. 


(d) Support has been given to our previously expressed views about the use cf substitutes 
for phosphates such as NTA (nitrilotriacetic acid) by action taken overseas. Laboratory 
experiments have confirmed that NTA would be only partially removed during sewage 
treatment in the winter months. We recommend that products containing NTA should 
not be used in this country.” 


5:55 Considering the various aspects cf eutrophication problem we are of the view that this 
will not be of significant magnitude in our country for sometime to come because of the following 
factors :— 


1. Our per capita consumpticn of synthetic detergents as present is very low. Even when 
it goes up, it will be, as pointed out earlier, roughly 1/100th of what it is in some other 
ce untries. 
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2. We do not have many lakes or stagnent water rivers. Drainage here is ee through 
three flowing rivers and water ways which do not end up in inland lakes but reach the sea. 


3. The following expert opinions obtained by the Commissions also indicate that the ‘eu- 
trophication’ problem will not be a major problem in this country for many years :— 


(a) Indian Standard Institution : 1.8.1. has stated that even though STPP is considered 
to give rise to water pollution, no problem has yet arisen in India. They have also 
mentioned that search for phosphate replacement is continuing throughout the world 
but so far no other product has been standardised to replace STPP in the detergent 
manufacture. ; 


(b) Dr. J. J. Mehta of India Petro-Chemicals Corporation Baroda has expressed the 
following views in this regard :-— 


“To the best of our knowledge, the us¢ of sodium tripolyphosphate in synthetic 
detergents continues in nearly all advanced countries. However, there was 
some opposition from 2 or 3 local States of the USA and Canada to the use of 
phosphates for ecological reasons which were found to be valid in certain copdi- 
tions. A substitute known as Nitrilotriacotate (NTA) was developed but was 
found later on to be equally harmful and rejectéd as a substitute for STPP. Hence 
these countries have continued using phosphate. In our opinion as the per 
capita consumption of detrement in India is very low, the effect of phosphate 
on pollution is likely to be insignificant for quite some time to come.” 


(c) National Chemical Laboratory Poona ; They have summed up their views as below :— 


“In India we are not aware of any serious pollution problem resulting from the use 
of sodium tripolyphosphate for which there is no suitable substitute. Sodium 
Tripolyphoshpate is being used all over the world in detegents and soaps.” 


5°56 The applicant company has also given a detailed note on this matter for our.considera- 
tion and after taking that into account, the opinions referred to above and the fact that there is no 
satisfactory substitute for STPP, we are of the view that eutrophication problem in our country is 
pot going to be of any substantial magnitude even if the applicant compnay’‘s project of few other 
projects contemplated are set up. 


CHAPTER VI 
CONCLUSIONS AND RECOMMENDATIONS 


6:1 On a consideration of all the aspects pertaining to HLL’s proposal, we are satisfied 
that the applicant company be permitted to produce the three items proposed by its subject to the 
following conditions :— 


(a) 


(b) 


(c) 


(a) 
e) 


(f) 


(g) 


(h) 


The Company should issue fresh shares to the Indian public, to the exclusion of the foreign 
shareholders, to the extent which will, after the proposed issue of bonus shares in the pro- 
portion of one new skare to every six shares pending before the Government, reduce the 
shareholding of the non-resident shareholder from the present figure of 85% at the most 
to 70% during the course of implementation of only the project for the manufacture of 
sulphuric acid, phosphoric acid and industria! phosphates (STPP) in accordance with the 
conditions stipulated in the company’s letter dated the 28th August, 1973 to the Com- 
mission, copy whereof is hereto annexed and marked Annexure ‘E’, 


The Company shall adhere to the phased programme indicated in its application before 
the Department of Company Affairs dated 27-10-1972 i.e. it will achieve the production cf 
18,000 tonnes in the first year of the commencement of the production, 27,000 tonnes in 
the second year and 30,000 tonnes in the 3rd year. 


. Import of capital equipment will be allowed to the Company in accordance with the pro- 


cedure in vogue at the relevant time and subject to the'satisfaction of the Government. 
Such equipment would be imported strictly in keeping with the capacity proposed to be 
licensed. . 


The project will be established at Haldiain the State of West Bengal as proposed. 


The Company will try to obtain technology and know-how for the proposed project from 
Indian sources and will go in for import of the same from foreign sources only if the requisite 
technology is not available in the country, For this purpose it should issue an advertise- 
ment inviting proposals from Indian parties and consider the same and the terms and con- 
ditions on which these are offered. It will be incumbent on the part of the Company to 
satisfy the concerned authorities, if it becomes necessary, to get technical know-how from 
abroad, that the indigenous technology is either not upto-date and satisfactory or is not 
available on suitable terms and conditions. 


The Company should earmark a certain percentage of its STPP production for sale to 
outside parties. We would suggest in this connection that from the production to be 
made at Haldia, the Company should meet its requirements of STPP for its Garden Reach 
Factory at Calcutta only and make available the balance of the production or such por- 
tion of it, for which it receives firm orders to the existing and new producers of synthetic 
detergents for the first five years after the production starts. By that time, it is expected 
that other intending manufacturers of STPP will be able to come into the field in the differ- 
ent regions. Hence, thereafter it will be possible to get the STPP on competitive terms. 


The supply to the other manufacturers of synthetic detergent should be made at the same 
rate at which tne Company will supply it for its own captive consumption. For this 
purpose it will maintain separate cost accounts for the new project so that the cost of 
production of STPP may be separately determined. Considering the importance of 
synthetic detergents in the day-to-day use the Government can also consider taking 
action under Sections 209 (1) (d)/233-B of the Companies Act, 1956 in respect of . basic 
raw materials like STPP. 


We are not suggesting any condition about the export of STPP as in our view the domestic 
demand will far exceed the available supply for a few years. 


(Sd./) 
(JUSTICE J.L. NAIN) 
Chairman 


(Sd./) 
(D. SUBRAMANIAN) 


Member 
T am submitting a separate dissenting report. (sa./) 
New DELHI (H.K. PARANJAPE) 


Dated 20th September, 1973 Member 
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ANNBXURE ‘A’ 
M/s. Hindustan Lever Limited 
RESEARCH CENTRE, BOMBAY—ORGANISATION CHART: AUGUST 1973 


(Management & Monthly Paid Staff) 


RESEARCH DIRECTOR 
DR. $8. VARADARAJAN 


Private Secretary 





Mr. S.V.S. Mani 
t Administration 
ona cere peeetet ost —Admn. ; ar Si 
j Information Section Mr. S. Majumdar | cad Me Sartarsing 
: —Clerk Mr. D.K. Anjaria 
—Sr. Inf. Mr. G.N. B. D’ Souza 
Asst. Miss I. Roy Mr.K.R. Meenakshisunda- 
ram 
—S.R.A. Mr. M.G. Kasbekar Mr. P.R. Kamdar 
: Miss A.D. Khan 
—R.A. Mrs. Asha S. Wadia : 
— Stenographer Mr. R. Venkataraman 


Mr. K. Ranga Raju 
Mr. U.K. Menon 


+-Asstt. Storekeeper Mr. P. Govindan 


—Receptionist Miss R. D’ Costs 
—Tel. Operator Miss Jinney Perreira 
——— 
HEMISTRY BIOLOGY PROCESS 
DIVISION DIVISION DIVISION 
DR. B.C. SUBA RAO DR. K.K.G, MENON DR. S.S. KALBAG* 
SS, ee eee eT LLL TTY 
— Analytical Chem. Section —Biochemistry Section —~Eng. Services Section 
Dr. R.L. Bhasin —S.S: Dr. G.P. Mathur 
y —S.R.A.. Mr, A. S. Anavkar Engineer Mr. A.H. Kulkarni 
—Instr. Engr. Mr. T.S. Subra- Dr. Murli Manohar 
manian Dr. B.R.N. Nair —Foreman Mr. L. Mendonca 
—§,R.A. Mr. A.P. Kamat ; 
Dr. P.Y. Mahajan S.A. Mr. M.M. Chitale 
Mr. R.M. Pradhan Mr. M.G. Mirlekar —Eng. Mr. N.D. Bham 
} Mr. S.R. Saiwadekar Mr. S. N. Paranjpe Asstt. bhani 
Jr. Eng. Mr. R.C. Jeremish 
‘ Asstt. 
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et 


—Raw Materials 
Section 
Dr. N.V. Bringi 


—RS. P.A. Vatakenche- 


rry 


Dr. 


——§.R.A. Mr. V.S. Bhat 

Mi. D.T. Mehta 

Mr. P.G. Naik Satam 
Mr. G. Ramachandran 
Mr. M. Ramanathan 


—R.A 
—Organic Chem. 
Section 
Dr. G.V. Nair 





--R.S. Dr. Vincent Paul! 


—S§.R.A. Dr. R.B. Mathur 
Mr. V.A. Pol 

Dr. S. Santhanagopa- 
lan 

Dr. M.K. Saxena 


-—Physical Chem. 
Section 


Dr. G. Srinivasan 





Dr. K.S. Narayan 


Dr. G.P. Angadi 

Dr. S.G.T. Bhat 

Mr. V. Ramasubra- 

manian { 
Mr. J.P. Shah 

{ Dr. P. Sidheswaran 

| Mr. N.M. Bramhe 


—RS. 
—S.R.A. 


Perfumery Section 





—A.RS. Dr. P.C. Jain 
—Asstt. Mr. S. Krishna~- 
Perfumer murthy 
Mr. G.S. Ranade 
Mr. Y.G. Vaidya 
—R.A. Mr.P.K. Pawar 


—— 





S.S :Senior Scientist; 
Assistant; R A. : Research Assistant. 





——Food Research 
Section 


|-Rs. Dr. P.J. Thomas 





—SRA Mr. S.M. Sule 
—Microbiology 
Section 
Dr. Kalle 
{ARS Dr. (Mrs.) B.Z. 
Lashkari* 
—SRA Mr. N.G. Amudan 
Mr. S8.Y. Deshpande 
Mr. A.L. Khurana 
—RA Miss §.C. Mehra 
—Toxicology 
Section 


Dr. M.J. Mulky 


—SRA Dr. K.M. Cherian 
Dr. (Mrs.) 
Krishna Biur 

—R.A, V.M. Gandhi 


—Jr. RAY Mrs. J. Vaishnav 


*Part-time 


—Process Eng. 
Section 


Mr. J.D. Sehgal 


—RS, Mr. V.B. Vaishnev 

-~R.A. Mr. S.S. Gada 
Mr. S. Krishnan 
Mr. V.M. Naik 


Mr. G.R. Rodrigues 


—Jr. RA. Mr. R.S. Talwar 


—Process Studies 
Section 


Dr. R.K. Niyogi 
—R.S, 
—S.RA, 


Dr. A.K. Bhandari 
Mr. S. Muralimohan 
Mr. A.K. Rahalkar 


Mr. A.K. Apto 


Mr. V. Balasubra- 
manian 


Mr. R.R. Dalvi 
Mr. J.R. Kaushik 
Mr. A.P. Pandse 


—Jr. R.A. Mr. P.C. Kansara 


— R.A. 


—Product Assessment 





Section 
—RS. Dr. M.K. Nagarajan 
—A.R.S. Mrs. S.V. Mhatre 
—S.R.A. Mr. V.R. Kulkarni 
; Dr. Nagarajan 
Y, lyer 
—-R.A. | Mr. K.A. Fernandes 


Miss Shima Bhadra 


Part-time Medical Officer: Dr . Cocil B. Gomes 











R.S.: Research Scientist; A.R.S.; Asstt. Research Scientist; S.R.A.: Senior Research 


10. 
11. 


12. 


13. 


15. 
16. 


17. 


18. 


19, 


20. 


21. 


22. 


23, 


24. 
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ANNEXURE ‘B’ 


Hindustan Lever Limited 


List of Applications for Patents Filed on the Basis of R & D Results 





Sr. No. Ind. Pat. Appin. Date Title 
No. 
92901 23-3-64. Method of Preparation of Per- 
fumery substances. 
97906 18-12-64 Foodstuffs 
97795 28-12-64 Foodstuffs 
97196 28-12-64 Selective splitting of Kusum oil 
97293 4-1-65 Preparation of Perfumery pro- 
ducts. 
100288 28-6-65 Preparation of monoterpenoid 
product's. 
100287 28-6-65 Edible products. 
101683 23-9-65 Condensed milk. 
97504 17-1-65 Detergent composition 
104875 18-4-66 Toilet Bar. 
106282 21-7-66 Fatty Acid manufacture. 
116567 1-7-68 Preparation of perfumery 
compounds. 
117161 8-8-68 Processed cheese. 
123208 18-9-69 Preparation of perfumery com- 
pound. 
126326 23-4-70 Food composition. 
126789 25-5-70 Flavouring 
126788 25-5-70 Foodstuff. 
126895 8-6-70 Dried casein materials 
126973 8-6-70 Milk products. 
128073 19-8-70 Preparation of paracymene. 
128506 21-9-70 Preparation of glyceryl esters 
129347 23-11-70 Improvements relating to gly- 
cerol esters. 
129348 23-11-70 Improvements relating to vege- 
table fat products. 
130178 4-2-71 Improvements relatihg to treat- 
ment of vegetable oil. 
131299 11-5-71 Preparation of hydrogenation 


ae: 


cat alyst. 


—— 


Subject 


Preparation of Linalool from Indian Le- 
mongrass Oil. 


Novel Microbiological process for pro 
duction of cheese flavour. 


Novel quick process for preparation of 
cheese from milk within six days. 


Process for upgrading of Indian Kusum oil 
for soap making through selective elimina- 
tion of cynaide. 


Preparation of high value Jinaloo! oxide 
from lemongrass oil. 


‘Preparation of linalool oxide from palma- 
rosa oil. 


Leavening compositions for traditional 
Indian foods. 


Process for preparation of condensed milk 
from buffalo mitk. : 


Use of Indian rosin derivative as lather 
booster in non-soap detergents. 


Toilet soap with noval effects. 


Chemical. processing of castor oil for its 
conversion into a soap making oil 


New process for preparation of “phenyl ethyl 
alcohol from styrene. 


Quick process for preparation of cheese. 


Preparation of dihydro-iso-jasmone. 


Nutritional beverage formulation. 


Improvement of flavour of mustard cil by. 
enzymic process. ~ 


Process for treatment of casein suitable for 
quick rehydration. 


Process of preparation of casein for re- 
hydration to give unusual texture, 


Amino acid fortification to improve nutri- 
tional quality of malted milk beverage. 


Preparation of high value paracymone 
from unutilised fractions of Indian tur- 
pentine. 


Process for preparation of high value special 
glycoride for application in filters. 


Preparation of emulsifiers. 


Processing of Indian sal fat for use in con- 
fectionery formulations, 


Process for upgrading Indian Karanja oil 
for use in soaps. 


Preparation of high activity Raney Nickel 
catalyst. 
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She a a a ee 


Sr. 
No. 


Ind. Pat. Appln. 
No. 


Date 


Title 


Subject 


ba te eft Oe 


26. 


27, 


28. 


29. 


30. 
31. 


32. 


33. 
34. 


35. 


36. 


37, 


38. 


39. 


40, 


4t. 


42. 


43. 


44. 


134452 


133176 


133669 
134092 


147/72 
196/72 


880/72 


881/72 
882/72 


988/72 
1117/72 
1118/72 
1368/72 
126/Bom/72 
139/Bom/72 
49/Bom/73 
66/Bom/73 
112/Bom/73 


113/Bom/73 


21-5-71 


8-10-71 


18-11-71 
27-12-71 


8-5-72 
15-5-72 


17-7-72 


17-7-72 
17-7-72 


27-7-72 
9-8-72 
9.8272 
8-9-72 

8-12-72 
12-12-72 
6-2-73 
22-2-73 

30-3-73 


30-4-73 


Preparation of perfumery alcohol Preparation of linalool from Indian tur- 


Total sunscreen compositions. 


Niacin—containing skin-ligh- 
tening. 

Oi} extraction. 

Bleaching of Khakan fat. 

Preparation of trisodium chlo- 
rophosphate. 

Sal fat purification 


Skin moisturiser. 


Superfatted soap bars. 

Soap sulphonate tablets. 
Scouring powder. 

Soap compositions. 

Animal eat 

Stabilised mustard seed flavour. 
Improved enzymes. 

Treatment of. glycerides, 

Skin compositions. 

Treatment of oil. 


Treatment of rice bran oil. 


pentine. 


Preparation of products for protection from 
damage by ultra violet radiations. in sun- 
light. 


Complexion protection product. 


Process for recovery of high quality vege- 
table oils from bleaching earth residues. 


Process for upgrading of Indian khakan fat. 


Chemical pices for preparation of a stable 
solid chlorine bleach. 


Process for removal of undesirable colour 
from Indian Sal fat. 


Skin nutrient composition. 


Novel process for improvement of toilet 
soap characteristics. 


Process for use of new surface active 
materials for improvement of toilet bar. 


Stabilised chlorine containing composition 
for household cleaning and disinfection. 


Application of processed castor oil in toilet 
bar compositions. . 


Upgrading and detoxification of Indian sal 
meal for animal nutrition products. 


Stabjlised flavour precursor compositions 
from Indian oilcake. 


Process for improvement of bacteriological 
quality of proteolytic enzymes. 


Improved process for upgrading castor oil 
for soaps. 


Skin nutrient compositions | containing 
natural biological active materials. 


New process for upgrading rice bran oil 
for soaps. 


Process for removal of colours and waxes 
from rice bran oil used in soap making. 
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ANNEXURE ‘D’ 


List of the persons who addréssed letters to the Comision pean the proposal of M/s. Hindustan Lever Limited, 
lombay. 


1. M/s. Travancore Titanium Products Ltd., 
Kochuveli, Post Box 1, 
Trivendrum-21, 
Kerala. 


2. The General Manager, 
M/s. Delhi Cloth & General Mills Co. Lid, 
Chemical Works, 
Najafgarh Road, 
New Dethi-0015, 


3. M/s. Ballarpur Paper & Straw Board Ltd., 
Thapar House, 
124, Janpath, 
New Delhi. 


4, M/s. Albright Morarji & Pandit Ltd.,’ 
Rajmahal, 3rd Floor, 
Veer Nariman Road, 
Bombay-20. 


5. M/s. Amin Chand Pyare Lal, 
7, Narindar Palace, 
15, Parliament Street, 
New Delhi-110001. 


6. M/s. Star Chemicals Pvt. Ltd., 
21, Noble Chambers, 
Parsi Bazar Street, 
Fort, Bombay-1. 


7, Mis. Swastik Oil Mills, 
Nadkarani Marg, 
Antop Hill, P. O., 
Bombay-400037. 


8, M/s. Tata Oil Mills Company Ltd., 
Bombay House, 
Homi Modi Street, 
Fort, Bombay-400001. 


9. M/s. Kusum Products, 
Bombay Mutual Building, 
9, Brabourne Road, 
Calcutta. 


10. Dr. A.K. Mukherjee, 
Shri N.G. Mandal, 
1/4, Central Avenue, 
A-Zone, Durgapur-4, 
West Bengal-1. 


11. M/s. Organo Metallics, 
13, Master Road, Victoria Gardens, 
Bombay-27. 


12. M/s. Vikas Chemical Company, 
C/o. Ahmed Woollen Milis Compound, 
Ambernath (C. Rly), 
Maharashtra. 


13. _ M/s. Lombards Private Limited, 
Rahimtoola House, 
Homji Street, 
Fort, Bombay-1. 


14. M/s. Bengal Chemical & Pharmaceutical Works Ltd., | 
164, Maniktala Main Road, 
Calcutta-54, 


15. 


16. 


17. 


18. 


19. 


20. 


21. 


22, 


23. 


25. 


26. 


27. 


28. 
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Shri A.G. Bakro, 
29, Patrakar Nagar, 
Bandra (East), 
Bombay-400 051. 


M/s. Vadson Laboratories, 
I/B, Industrial Estate, 
Raipur, 

Madhya Pradesh. 


M/s. Texchon Industries, 

1st Floor, Flat No. IT, 

Pushpa Kunj Pandit Nehru Road, 
Santacruz (East), 

Bombay-55 AS. 


Shri N.G. Mehta, 

64, Mahavir Building, 
Matunga (C. Rly.), 
Bombay-19 (India). 


M/s. Standard Mineral Products Pvt. Ltd., 
Subash Road, 

Jogeshwari East., 

Bombay-400 060, 


M/s. S.P. Hoona Industries, 
Industrial Estate, 

G.1.D.C. Plot No. 136-E, 
Vapi (W. Rly.). 


M/s. Rajasthan Chemicals Corporation, 
Charighar Bazar, 
Jodhpur (Rajasthan). 


M/s. Vijay Soap Factory, 
Near Kothari Gate, 
Behind Jain Dispensary, 
Rajkot. 


' M/s. Ksa Ink & Chemical Factory, 


Union Co-op. Society's Building, 
(Mherwan Building), 

Sir Phirozshaw Mehta Road, 
Fort, Bombay-1. 


M/s. Sipisons, 

Behind. Perimal Gymkhana, 
Near Tulsi Baug, 
Ellinbridge, 

Ahmedabad-6. 


M/s. Mazda Industrial Chemicals Pvt. Ltd., 
Mazda Industries, House, 

Off Haines Road, 

Worli Naka, 

Bombay-18. 


M/s. Standard Detergent & Chemical Industries, 
Killic House, —-- . 

Home Street, 

Fort, Bombay-1. 


Indian Soap and Toiletories Makers’ Association, 
P. IL Mission Row Extension, 
Calcutta-1. 


M/s. Ultramarine & Pigments Ltd., 
Baldota Bhavan, 

117, M. Karve Road, 

Bombay-400 020. 


29, 


30. 


31. 


32, 


33. 


34, 


35. 


36. 


37. 


38. 


39, 


40. 


41, 
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Mjs. Gala and Company, 
252/256, Barahman Road, 
Bombay. 


? 


M/s. Harmosynth Chemical Corporation, 
Ranade Banglow Kurla, 
Bombay. 


M/s. India Laboratory Products Co., 
Bolow Mahalaxmi Brite, 
Bombay-34. 


Mis. Vivelc Oil & Soap Industries, 
114, Abdul Rahman Street, 
Bombay-3. 


Shri P.S. Seetharaman—‘Sundarai’, 
23/26, Luz. Church Road, 
Madras-4. 


M/s. WHITCO Pvt. Ltd., 
Surya Mahal, 

Military S.O. Lane, 

Fort, Bombay. 


M/s. Chemex Works, 
67, Ali Chambers, 
Nagindas, 

Master Road, 
Bombay-1. 


The Secretary, 

Federation of Associations of Small Industries of India, 
Laghodyog Kutee, 23-B/2, New Rohtak Road, 

New Delhi-5, 


The President, ; 

Indian Small Scale Mfr’s Association, 
C/o Vijay Industries, Sabun ee 
187, Sheriff Devji Street, 

Bombay. -400 003. 


Union Home Products, 
Karnataka Bank Building, 
Kodiyabail, Mangalore-575 003. 


Indian Organic & Pharmaceutical Works, 
6, Factory Area, Kanpur-6/8. 


Haryana State Industrial Development Corporation, 
S.C.O. 45, Sector 17A, P.B. No. 22, 
Chandigarh-1. 


Punjab State Industrial mei Corporation, 
S.C.0. 54, 55 & 56, Sector-17-A. 

Post Box No. 81, 

Chandigarh. 
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ANNEXURE ‘E’ 
Hindustan Lever Limited 


Hindustan Lever House, Backbay Reclamation, 
Bombay-\1. BR 


August 28, 1973. 


PRIVATE — 


Mr. T.N. Pandey, 

Deputy Secretary, 
Monopolies & Restrictive « 
Trade Practices Commission, 
Travancore House, 

New Delhi - 1. 


Dear Mr. Pandey, 


Please refer to my discussions with the-Chairman and Members of the Commission in the 
Chairman’s office on 27th August, 1973. 


It was pointed out during the discussions that there were certain difficulties in diluting foreign 
shareholding beyond the level contemplated in the guide-lines, namely (a) additional cost which 
will make the products less competitive, (b) disadvantage to the shareholders, and (c) the adverse 
effect that any departure from the guide-lines may have on the Government’s international credi- 
bility. 


However, due to special features of the project and out of deference to the, Commission’s 
wishes, I conveyed my personal agreement to the dilution of foreign shareholding in the Company 
to 70% as a result of this project alone, in the event the Commission recommends the project and 
the Central Grovernment allows the project to go through. It is understood that this will not operate 
as a precedent for any of our future projects and that each project will be considered on its own — 
merits. , 


It was pointed out that there had been no opportunity for me to consult the full Board 
or the shareholders whose approval is required under the law for any fresh issue of Capital. I, 
however, assured the Commission that I would do my utmost to persuade the Board and the majority 
shareholders to accept my recommendation, and, in that event, the Company shall not resist the 
level of dilution of foreign shareholding mentioned above at the hearing of the matter before the 
Central Government. 


Yours sincerely, 
(Sd/-) 


T. THOMAS 
Chairman 
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Dissenting Report under Section 22 (3) (b) of the Monopolies and 
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Dissenting Report by Dr. H.K. Paranjape Under Section 22(3) (b) of the Monopolies and Restrictive 
Trade Practices Act, 1969—M]s. Hindustan Lever Limited, Bombay. 


INTRODUCTION 


I am writing this Dissenting Report because I find that I disagreed with my colleagues re- 
garding both the overall perspective relating to the present proposal, and the actual recommendations. 


T have tried to avoid repetition of factual data. The details regarding the proposal, and the 
comments and information received from various Governmental and non-Governmental agencies, 
are to be found in the Majority Report. I have made use of these without reproducing them except 
where reproduction was unavoidable. In addition, I have given details of certain facts, especially 
relating to the development of the non-soapy detergents industry and the phosphates (STPP) industry 
as these details, in my view, provide the necessary background for examining the present proposal 


in a proper perspective. 
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CHAPTER I 
THE GROWTH OF THE NSD INDUSTRY 


The Present Position of Hindustan Lever 


1-01 Hindustan Lever is one of the largest manufacturing companies in India and has been 
ranked 19th by the Economic Times in its survey of the hundred giants in the Indian corporate sector*. 
It is a subsidiary of Unilever, a multi-national giant, which ranks tenth in multinational corpcrations 
from the point of view of sales value**. Unilever is engaged in the manufacture and sale of a wide 
variety of goods for household use. The principal products are foods (including margarine, other 
fats and oils, ice-cream, quickfrozen and other packaged ‘convenience’ foods, meat and fish); deter- 
gents and toilet preparations; paper; plastics; packaging; chemicals and anima! feedst. 


1-02 The association of Unilever with India is an old one. William Lever, the founder, 
started export of soaps to India in the 1890s. In the 1920s, a Calcutta factory producing soap was 
acquired. Soap production began in Bombay in 1934. Local manufacture of vegetable ghee began 
in India in 1932. The production of non-soapy detergents (NSD) was taken up in 1960. To these 
lines various food production enterprises were added in the 1960st. At present the Company 
manufactures the following products : 


“Soaps, detergents, various toilet preparations including toothpaste; food products including 
vanaspathi, ghee and baby food; chemicals such as, Nickel catalysts and fine chemicals; 
and animal feeds. 


The Monopolies Inquiry Commission (1965) had placed Hindustan Lever among the top 
enterprises in the production of synthetic detergents (67-6°,), Glycerine (refined, 66:4°%),soap—other 
sorts (62°0°%), toilet soap (58-7%), shaving soap (42°4°%), talcum powder (37:9%) and vanaspati 
(19-1%). - 


1:03 Upto 1956, Unilever was operating in India as a private limited company with an au- 
thorised, issued and paid-up capital of Rs. 5-57 crores. ‘This entire share capital was held by Unilever 
Ltd. (U.K.). On 27 October 1956, the company was converted into a public limited company under 
the name of Hindustan Lever, and Unilever sold 5,57,000 shares out of its holdings to the Indian 
public at a premium of Rs. 6-50 per share of Rs. 10/-..The share capital of the Company has since 
then increased by the issue of rights shares, and largely by capitalisation of reserves. At present the 
authorised, issued and subscribed capital. comprises 1,44,45,390 shares of Rs. 10/- each 
fully paid up. Of these 85 per cent are held by Unilever Limited and the remaining 15 per cent are 
held by Indian shareholders. 


1-04 Hindustan Lever, as pointed out above, had entered the soap industry in India at quite 
an carly stage. While soap powder and non-soapy detergents (NSD) were introduced on a very 
small scale by some world producers before the second World War, the real move from soaps to non- 
soapy detergents took place in the period after the War. It was the American producer—Proctor 
and Gamble who first made the break-through in NSD. Lever Brothers (USA) followed, with the 
first plant being brought into production in 1950. The NSD products were launched in Europe 
in 1950. NSD production was attempted to be developed in India in the 1950s and the 1960s. 


The First Phase 


1-05 The first producer to enter the production of NSD in India was Swastik Oil Mills, a 
division of Karamchand Premchand (Private) Limited, a Sarabhai concern. Swastik submitted a 
proposal under the IDRA for the manufacture of NSD in December, 1952; the proposal was approved 
in February 1953 and the plant for household as well as heavy duty industrial detergents went into 
operation in 1957. It had an annual capacity of 3,000 tonnes, though actual production was lower 
in the early years. — 





*“Industrial Giants”, The Economic Times, February 24, 1973. 
**“Multinational Corporations in World Development”, United Nations, New York, 1973. 
t“Jane’s Major Companies of Europe 1973”. Edited by Lionel F. Gray and Jonathan Love, p.C 170. 


{Charles Wilson : Unilever, 1945 to 1965, Challenge and Response in the Post-War Industrial Revolution, 
London 1968. Pages 237 to 246, 
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1-06 The next to enter the field was Hindustan Lever. Its scheme was approved and an 
import license for the NSD plant was granted in 1956. These two proposals were approved at a 
time when NSD was not included in the schedule of industries to be licensed under the IDRA. When 
this was done, Hindustan Lever applied for an industrial license in January, 1958, and this was granted 
in March, 1959. Hindustan Lever was also permitted to import a certain quantity of NSD - probably 
for the purpose of testing the market in 1957 and 1958. Its plant in Bombay, with a licensed capacity 
of 300 tonnes p.m., went into production in December, 1959. 


1:07 It appears that Tata Qil Mills Company (TQMCO) had also evinced interest at about 
the same time in the production of NSD and entered into correspondence and. discussions with. the 
concerned Government authorities from 1956. This Company made an application in February 
1957. for an industrial licence to produce NSD. The Covernment rejected the application of TOMCO 
in July, 1957, on the ground that sufficient capacity had already been licensed and foreign exchange 
may be required both for the plani and the recurring raw materials. The Government also indicated 
to TOMCO that, instead of undertaking the manufacture of synthetic detergents based on the use 
of Deodecyl Benzene (DDB), it would be adivisable for TOMCO to explore the manufacture of such 
products based on higher fatty alcohol and fatty acid derivatives. It may be noted.that fatty alcohols 
are manufactured from fatty oils and one of the main points in favour af NSD is that it.can save the 
use of fats and oils. Asa matter of fact, house-hold detergents were being produced all over the world 
with the use of DDB as it had been already found that fatty-alcohol-based: detergents would be very 


expensive. 


Discrimination in Licensing 

1:08 This incident of a fully Indian owned company having been denied an industrial licence 
to set up a unit for the production of NSD on certain grounds, within a short time after Hindustan 
Lever was granted a licence is found to be not the only instance of this kind in the history of the 
synthetic detergents industry in India. As will be noted from the above information, TOMCO 
was refused a licence on the ground that adequate capacity had. been sanctioned and that foreign 
exchange would Le involved in impoiting plant and also for raw materials. Apparently these grounds 
were overlooked or were considered not to be important a few months earlier when the proposal of 
Hindustan Lever was approved. Further details about the various applications made by the principal 
producers of NSD in India and what happened to the applications is given in Annexure I to this 
Dissenting Report. It will be observed from that statement that Hindustan Lever was granted an 
industrial licence for setting up a new unit at Calcutta for the production of NSD with a capacity of 
8,000 tonnes per annum. This was done on the basis of an application from Hindustan Lever made 
in March, 1963, and at a time when there was a ‘ban’ on the creation of further capacity for the pro- 
duction of NSD. The case was considered in spite of the ‘ban’ on the ground that the import of 
capital equipment would be financed by Hindustan Lever through the issue of fresh capital to their 
U.K. principals. Later on, it was decided that instead of issue of fresh capital, the U.K. principals 
would provide a loan. In any case, the plea appears to have been that the foreign exchange require- 
ment would be met by this Company itself and therefore this would not cause any strain on the foreign 
exchange available to the Government. It was also pointed out that while DDB and other raw 
materials would continue to have to be imported for some time, it had been recently. decided that 
raw materials required for NSD could be included in the list of permissible items for import against 
export promotion incentive licences for vegetable oils etc. On this revised basis, Hindustan Lever 
would have no difficulty in finding the foreign exchange for importing the required raw materials. 
The Licensing Committee aproved the application on December 20, 1963. It also recommended 
that the item ‘NSD’ should be removed from the list of items banned for further capacity. This 
ban was apparently lifted from June, 1964. It should.also be noted that while all the plants san-. 
ctioned before this time had only a capacity of 3,600 tonnes per annum, the capacity sanctioned for 
the Calcutta plant of Hindustan Lever was 8,000 tonnes per annum from its very inception. 


1:09 Shortly after this, dn application was made by TOMCO for a synthetic detergents plant 
to be set up at Ghaziabad with a capacity of 8,000 tonnes per annum. This applicant had. proposed 
to make arrangements for foreign exchange to pay for the imported capital goods through a loan from 
a foreign bank and had suggested that the foreign exchange cost of raw materials could be met from 
its earnings from the export of vegetable oils etc. However, in this case Government appears to 
have taken the view that, this not being an essential industry, and the proposal involving recurring 
import of raw materials for some years, the licence should not be granted. It was also pointed out 
that even if the Company might be effecting certain exports out of which it earned foreign exchange, 
such foreign exchange could be put to better use for importing more essential materials for more 
essential industries instead of being used for imports of raw materials fer a non-essential industry. 
On this basis, the application of TOMCO, and also the applications of Swastik and Godrej for new 
units to produce 3,600 tonnes per annum each of NSD and that of Government Soap Factory, Ban- 
galore, for a capacity of 1,200 tonnes of NSD were rejected in November, 1964. Thus even though 
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the ban on further capacity being created for NSD had been removed by this time, Indian companies 
were not permitted to set up units for reasons which had obviously not been considered important 
when permitting Hindustan Lever to set up a new unit some months earlier. 


1-10 - The permission given to Hindustan Lever to set up one unit in Bombay and a second 
unit-in Calcutta (the latter of a larger capacity) appears to have given it a head-start over other NSD 
producers. At a later stage, it was suggested that existing producers, and especially those who had 
substantially reached their licensed capacity, should be preferred over others so that the additional 
capacity required could be speedily achieved. It was also stated that expansion of existing units 
requires less foreign exchange than setting up of new units. On this basis, in 1967, Hindustan Lever 
was permitted to expand the capacity of its Bombay unit from 3,600 tonnes to 7,100 tonnes per 
annum. Swastik was at the same time permitted to expand from a capacity of 3,600 to 11,880 tonnes 
per annum. In 1968, further expansions were permitted as follows :— 


Hindustan Lever, Bombay : 7,100 to 10,000 tonnes. 
Hindustan Lever, Calcutta : 8,000 to 13,000 tonnes. 

Swastik, Bombay : 11,880 to 20,000 tonnes. 

TOMCO, Bombay : 3,600 tonnes per annum to 10,000 tonnes. 


At the same tinie, two new units were permitted — Government Soap Factory, Bangalore 
(10,000 tonnes) and Godrej (10,000 tonnes). 


1-11 It may be of interest to note that the Licensing Committee desired at the time of 
sanctioning this expansion of Hindustan Lever in 1968 that the foreign shareholdings in Hindustan 
Lever should be reduced suitably. It was, however, also suggested that no such specific condition 
need be laid down when approving the expansion. In this connection, it is also interesting to note 
that TOMCO had claimed that it would be able to increase its capacity at Bombay to 17,000 tonnes 
without involving any foreign exchange expenditure; it was however sanctioned a capacity of 10,000 
tonnes. The applications of Hindustan Lever, TOMCO and Swastik to set up NSD units at Ghaziabad 
were all rejected mainly on the ground that henceforward new entrepreneurs were to be favoured 
and not entrepreneurs who had already established plants for producing NSD. 


1:12 Without going into any further details, it may be said that a curious result of the various 
approaches adopied by the licensing authroities at different times in the history of the NSD industry 
appears to have been that Hindustan Lever obtained a capacity much larger than its Indian compe- 
titors. Considerations which were used to support the grant of a licence to Hindustan Lever somehow 
did not operate in favour of other applicants even after a few months; and considerations which 
stood in the way of Indian competitors became less important after a few mortths when Hindustan 
Levers’ case was considered. The availability of foreign exchange to Hindustan Lever from its 
own source appears to have been used as a reason to favour its applications as against those of fully 
Indian companies who had no such permanent source of foreign exchange from abroad. On this 
basis, obviously a foreign majority company can always be favoured over an Indian company. This 
is of course a shortsighted view. In the long run, the growth of foreign equity, and the growth of 
a foreign subsidiary, results in a much larger drain on the country’s foreign exchange resources. 
Hindustan Lever’s record of remittances abroad amply illustrates this. The Licensing authorities 
appear to have overlooked this. 


Predominance of HL in NSD 


1-13 The present position of Hindustan Lever in the NSD industry will be indicated from 
the following table:— 





TABLE 1 (Tonnes) 
Licensed Additional Total approved Production 1972 
Capacity Capacity app- capacity ; 
roved by task 
: force 
Hindustan Lever - : ‘ . + 23,000 . 23,000 46,000 36,704 
ne (43) (59) 
Tata Oil Mills . : . . * 10,000 10,000 29,000 ee 
Swastik Oii Mills - . . . > 20,000 19,000 39,000 13,953 
(36) (23) 
Kusum Products - . ’ . ‘ 2,700 ae 2,700 1,133 
(2) (2) 
Total : : : : : - $5,700 52,000 107,700 : 62.028 
(100) (100) 


Note. -—~ Figures in brackets are percentages to total, 
Source ; DGTD. 
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1-14 This. would show that Hindustan Lever is predominant in the production of NSD 
in India. It may also be noted that, as a part of its package proposals for the dilution of foreign 
equity from 85 per cent to about 68 per cent, it has proposed the setting up of two new NSD units 
with a capacity of 14,000 tonnes each in the first instance. If these are permitted, Hindustan Lever 
would have a total capacity of 74,000 tonnes per year. As compared to this, the next largest Indian 
producer-Swastik would have a capacity—of 39,000 tonnes and the third largest TOMCO— 
would have a capacity of 20,000 tonnes. If Swastik and TOMCO are permitted to set up any new 
units their relative position would of course be different. According to the Press Note issued by 
the Government inviting applications for setting up NSD capacity, new units of 10,000 tonnes each 
are expected to be favoured in the grant of licences in the NSD industry. 


CHAPTER IT 
GROWTH OF THE PHOSPHATE INDUSTRY 
Sodium Tripolyphosphate 


2-01 Without going into details, it may be stated that Sodium Tripolyphosphate (STPP) 
is one of the industrial phosphates. It is produced through manufacturing phosphoric acid by 
digestion of rock phosphate either with sulphuric acid or hydrochloric acid followed by neutrali- 
sation to the suitable degree of the produced phosphoric acid by soda ash and then processing the 
neutralised mass in driers and calciners. Rock phosphate is thus an essential raw material. So 
also is Soda Ash. According to the process chosen, either sulphuric or hydrochloric acid is the third 
essential material. The process using sulphuric acid has been commonly used in most parts of the 
world, while the process based on hydrochloric acid does not appear to have been commercially 
successfully exploited to any significant extent. The advantages and disadvantages of the hydro- 
chloric route are stated to be as follows :* 


Advantages 


(a) It produces phosphoric acid purer than that produced by sulphuric acid route. This 
purer phosphoric acid can be used straight for STPP manufacture without processing 
through purification unit. 


(b) The caustic soda by-product from captive chlorine production unit (by caustic-chlorine 
cell process) can be sold in the market, which would add to profitability of the plant. 


(c) This would help import substitution in ‘sulphur. 


(d) This would give a good outlet for chlorine obtained in electrolytic caustic plants, in case 
there is any such plant near the location of STPP plant. 


(e) This involves less HF effluents than those in sulphuric acid process route. 


Disadvantages 
(a) There is not much likelihood of large scale centralised production of hydrochloric acid. 


(b) The disposal of by-product calcium chloride obtained in the hydrochloric acid route 
will pose a serious problem. 


(c) The hydrochloric acid route requires some organic solvents which are not manufactured 
in India. - 


(d) Hydrochloric acid is very corrosive. 


Star Chemicals 


2:02 From such records as the Commission has been able to secure and other data __ collected 
by it, it appears that Star Chemicals of Bombay was the first unit to obtain an industrial licence for 
the production of phosphoric acid (including its derivatives such as STPP). Star Chemicals, which 
established a unit in 1944 on a small scale for the production of Phosphoric acid, was granted an 
industrial licence in 1960 for the manufacture of Phosphoric acid and various phosphatic materials 
including Sodium Tripolyphosphate (STPP). The Company found that its initial plant was obsolete 
and inadequate for the new requirements and it therefore decided to go in for a new Phosphoric acid 
plant. The erection of this plant, partly imported and partly fabricated in India, took a long time 
as cettain components had to be imported, and many difficulties were faced in obtaining the necessary 
permission. As the demand for Phosphorus, Phosphoric acid and Phosphates expanded in the 
meanwhile, the capacity already licensed to this company was further expanded in July, 1964, for 


eee 
“Information provided by the Fertilizer Corporation of India in their letter No. DPJ. 4.1.407 dt. July 13/16th, 
1973 to the M.R.T.P. Commission; supplemented by information provided by Hindustan Lever. 
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the manufacture of 5,000 tonnes Phosphoric acid by wet process in addition to 4,000 tonnes by dry 
process which had already been licensed to it. The idea was to produce about 1,000 tonnes per 
annum of Sodium Hexameta Phosphate and 15,000 tonnes per annum of Sodium Tripolyphosphate 
(STPP). In the course of implementing this licence, which faced other difficulties such as allotment 
of suitable land and supply of power, the Company found that the position regarding the supply of 
Sulphuric acid had significantly changed. Sulphuric acid which was freely available in Bombay— 
where the Company’s plant was located—at a reasonable price became scarce, and the price rose to 
over Rs. 300 per tonne. Due to the development of chemical industries around Bombay, there were 
also acute periodical shortages in the supply of Sulphuric acid. The Company therefore applied in 
January, 1967, for a new licence for the manufacture of Sulphuric acid. This application was rejected 
in April, 1967, on the ground that Sulphuric acid was an item in the ‘banned’ list at that time for 
licensing further capacity. It appears to have been overlooked when rejecting the application that 
the ‘ban’ was not applicable to the creation of capacity for captive consumption. Even though 
the Company represented. against this decision, Government stuck to it.* The result was that even 
though the Company had finally succeeded in obtaining land and also imported a plant with a capacity 
of 25 tonnes a day of Phosphoric acid, the licence could not be implemented because it was not possible 
to, produce STPP and other Phosphates without an assured supply of Sulphuric acid. It appears 
that the position continues unchanged. The imported plant remains idle and the Campany, a. 100% 
Indian owned company not belonging to any Large House, which might have pioneered the pro- 
duction of Industrial Phosphates including STPP in India, has remained deprived of this opportunity. 


Swastik Oil Mills 


2:03 This undertaking had alredy taken “up, the manufacture of mnon-soapy detergents— 
being the first in that field. It applied in-August, 1960)for the manufacture of 4,000 tonnes per 
annum of STPP. It was understood from the discussions the Commission had with the management 
of this undertaking that they were attempting to obtain technical know-how from Albright Wilson, 
the major manufacturer in U.K. of STPP. The only information available about their application 
is that in February 1961, the Government informed them that a licence under the IDRA for the 
manufacture of STPP was not necessary. No further indication is available about the matter. It 
was indicated by the management of Swastik that they did not pursue the proposal as there was talk 
about the undesirability of a producer of NSD entering the production of STPP. Albright Wilson 
in the U.K. had entered the production of NSD. Later, Albright Wilson decided to collaborate 
with another party for the production of STPP in India.** 


Excel Industries 


2-04 Excel Industries, Bombay, applied in December,. 1963, for expansion of their capacity 
to manufacture Phosphoric acid from 500 tonnes to 7,500 tonnes. They proposed to do this by 
using Hydrochloric acid instead of Sulphuric acid with the technical collaboration of an Israeli firm. 
The Licensing Committee partly approved.the proposal and an expansion licence for a capacity of 
1,500 tonnes per annum was recommended. It was decided that for the manufacture of Phosphoric 
acid by Excel Industries only indigenously produced phosphorus would have to be relied upon, and 
no imports would be permitted. The only unit then licensed to manufacture Phosphorus was M/s. 
Star Chemicals which could not establish its Phosphorus unit for a long time because of various 
difficulties—the production of Phosphorus commenced only in 1970—and therefore M/s. Excel 
Industries also failed to manufacture Phosphoric acid and various Phosphates which they were ex- 
pected to do. The difficulties in the development of Star Chemicals along the proposed lines thus 
also created a stumbling block in the way of another fully Indian-owned entrepreneur developing 


“From a study of the concerned file, it.appears that the rejection was based on a misunderstanding by someone in 
the Secretariate that the quantity of captive consumption required by the party amounted only to 5,000 tonnes 
while the capacity applied for was 16,500 tonnes. This was not correct. The licensed capacity for Phosphoric 
acid of 5,000 tonnes by wet process held by Star Chemicals would have required something like 14,000 tonnes of 
Sulphuric acid. This mistake was apparently not noticed by anyone and the decision to reject the application was 
contirmed. It may be noted that this application for a licence as well as the representations against rejections 
were disposed of without reference to the Licensing Committee, 


**The Commissioa could not seoure the file of the Ministry of Industrial Development relating to this application of 
Swastik Oil. The file is reported not to be traceable. The above information has been obtained from the files of 
DGTD made available by the Ministry of Industrial Development. It may be noted that earlier, when considering 
the case of Mrs. Star Chemicals, an industrial licence under the IDRA had been issued for items like Phosphoric 
Acid and its derivates (including STPP) even. though this was not a ‘miscellaneous chemical’ enumerated under 
item 19 (xiv) of the First Schedule to the IDRA. Other: licences were also issued subsequently for Industrial 
Phosphates. Only in the case of Swastik, the Government’s answer appears to have been that no licence was 
necessary. 
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the manufacture of STPP and other Phosphates which it was proposing to.do on the basis of a different 
process*. 


Albright, Morarji & Pandit 


2:05 It appears that Phosphate India Ltd. was holding an industrial licenoe for the production 
of 1,100 tonnes of Phosphoric acid. M/s. Dharamsi Morarji, one of the collaborators in the project. 
for producing Phosphoric acid and related products, were also holding a licence for a capacity of 
1,500 tonnes per annum of the same product. -Mrs. Sharada Mukherji, on behalf of Phosphate 
India Ltd. applied in April, 1964, for the expansion of capacity of Phosphoric acid and related pro- 
ducts by 23,000 tonnes. It was indicated that the production of Phosphoric acid and Phosphates 
would be undertaken by a new cont to be established for the purpose and thatinthenew company, 
Dharamsi Morarji and Albright Wilson (U.K.) were to.hold.a major-portion of the equity with the 
latter also providing technical know-how. The requirements of Sulphuric acid for the manufacture 
of Phosphoric acid were to be met by supply from Dharamsi Morarji. This application was considered 
at the same time as the applications of Star Chemicals and Excel Industries for substantial expansion. 
The capacity asked for by the three concerns and those recommended by the Licensing Committee 
may be seen from the Table below :- 








TABLE’ 2 
(Tonnes) 
; Applied for Recommended 
Name of the Company gree pi, oat ag a 
Wet Process Dry Process Wet Process Dry Process 

.1, M/s. Star Chemicals . : ‘ 7000 4500 2000 4000 

2. M/s. Excel Industries . . . oh 7000 aaa 1500 

3. Mrs, Sharada Mukherji - . + 23000 = 20000 tes 
(Later AMP) 





2°06 Even though the industrial licence was issued in the name of Mrs. Mukherji, she and 
her associates intended to contribute only a small proportion of the share capital (3°%) of the new 
company that was to be formed—the major part of the capital being contributed by M/s. Albright 
Wilson (46%) and Dharamsi Morarji (27°). 


2:07 Albright Morarji and Pandit (AMP) was incorporated in 1965 for the purpose of 
implementing the industrial licence regarding the production of 20,000 tonnes of Phosphoric acid 
and related quantities of Industrial Phosphates. M/s. Albright Wilson (U.K.), whose business is 
to manufacture fine chemicals, Industrial Phosphates (including STPP), agricultural products (including 
fertilisers), Phosphoric acid etc., were the foreign collaborators. The collaborators were paid, for 
the installation of the original plant, fees amounting to Rs. 18-70 lakhs. For agreeing “‘to impart, 
at all times while it holds any shares in the company, all technical information in their possession 
which might assist the company in activities for the time being carried on by it and for using the 
same’’, the company was allotted equity shares of Rs. 10.50 lakhs as fully paid up. The implication is 
that no further payment fo1 technical know-how would be necessary as long as the foreign company. 
continues to hold some shares in this company. 


2:08 One of the important aspects cape 2 to the licence of this Company was that it was 
expected to provide 12,000 out of 20,000 tonnes of Phosphoric acid (capacity for which was licensed 
to it) to M/s. Dharamsi Morarji for the manufacture of Triple Super Phosphate—a fertiliser. But 
it appears that very little Phosphoric acid was actually sold on these lines, the reason appatently 


*A study of the files relating to this unit indicates that the initial reaction in Government to the application of Excel 
Industries was to reject it on the ground that there was no scope for licensing any additional capacity for Phos- 
phoric acid. This was the reaction in February, 1964. In the meanwhile, an eg cant was received from Mrs. 
Sharada Mukherjiin April, 1964, for the expansion of capaicty for manufacture of Phosphoric acid to 23,000 tonnes. 
When considering this application together with other applications, viz., those from Star Chemicals, Excel Indus- 
tries and others, the approach appears to have changed and all the applications pending at that time were recommen- 
ded, though the capacity recommended by D.G.T.D. was small—3,000 tonnes in the case of Excel Iodustries 
as against the application for 7,000 tonnes. On the other hand, Mrs. Mukherji was sanctioned a capacity of 20,000 
tonnes as against 23,000 tonnes applied for. All other units licensed in this area were very much smaller in com- 
pawn i appears also to have been decided, after these licensces were issued, that the item should be put on the 

nied? list. 
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being that the demand for Triple Superphosphate had not picked up as expected and, in 1970, Dhara- 
msi Morarji agreed formally to release AMP from supplying it Phosphoric acid to the extent it was 
required for the manufacture of STPP. 


2:09 The Company's plant was commissioned in November, 1967, and its operations since 
then have been confined to the manufacture of Phosphoric acid and STPP. The record of production, 
is indicated by the following figures :- 








TABLE 3 . 
: ; (in M.T.) —° 
Phosphoric Acid ' STPP ; Capacity utili- 
Year ——__——— sation 
Quantity Value Quantity Value 
(in Rs. lakhs) 

. 1967—68 - . : 5,186 @ 3,098 . 105-33 24:8% 
1968—69 - , ‘ 7,418 (:) 4,891 » 162+33 39:°7% 
1969—70 - . . 11,155 @ 8,589 262-39 68:8% 
1970-—~71 + ‘ . 17,348 @ 12,569 381-97 96:9% 
1971—72 - . . 17,577 @ 16,440 500: 76 93°5% 





2:10 The average selling prices charged by the-Company during the years 1968 to 1972 have 
been as follows:- 








TABLE 4 
i ; Average selling price of STPP Quantity sold (Tonnes)* 
Year ending per tonne 
31-10-1968 ' . . : . Rs. 3,400 2,793 
31-10-1969 + 8 ts Rs. 3,319 4,550 
31-10-1970 + tt tt Rs. 3,055 9,067 
31-10-1971 . . . , Rs: 3,039 12,460 
31-10-1972 : . . : : Rs. 3,046 16,579 





2°11 This Company was recently licensed to expand its capacity to 25,000 tonnes per annum. 
The Company has stated that it hopes to complete the installation of this capacity by early 1974. 


2-12 It needs to be mentioned that STPP was being imported into the country upto 1969, 
but the imports were totally banned from that year. As neither Star Chemicals nor Excel Industries 
the other two units licensed to produce STPP, are actually producing that material, Albright Morarji 
enjoys a monopoly in this market. It is true that the market developed slowly in the initial period 
as NSD capacity in the country was not initially very large. The market has, however, improved in 
recent years and the Company has been able to do quite well in terms of profitability. Even in 1969 
it earned 33-61 per cent gross profits (before interest, development rebate and taxes) on its share 
capital, and in 1972 this rate increased to 128-07 per cent; the net profit (after interest, development 
rebate and tax) as a proportion of average capital employed ranged from 8-8 per cent to 19-7 per 
cent. The Company has been able to declare dividends from 12 to 15 per cent in the last three years 
an it has ae recently issued bonus shares worth about Rs. 40 lakhs against the paid up capital 
of Rs. 100 lakhs. 





@No sale because phosphoric acid was used for captive purposes. 


*In addition, the Company has been allowing to its customers a rebate of Rs. 500 per tonne on the increasing quanti- 
ties of STPP used in the NSD exported by them. 


CHAPTER III 
DEMAND FOR STPP 


DEMAND For SYNTHETIC DETERGENTS 


Substitution of Soap by NS D 


3-01 As pointed out in the Majority Report of the Commission, the demand for STPP is 
essentially a derived demand, the ultimate demand being the one for NSD. Partly om account of 
the shortage of fats and oils, and partly on account of the greater effectiveness of NSD for washing 
purposes, there has been a tendency all over the world in the last two decades for soap to be substi- 
tuted by NSD. It would therefore be necessary to examine in some detail the demand for NSD 
in order to understand the requirements of STPP in the national economy. Most of the basic data 
have been given in the Majority Report. I shall therefore confine myself to only the points which 
have to be specifically emphasised in the context of my analysis of the problem. One of the usual 
assumptions in estimating the future demand for NSD is that it is desirable in the Indian context 
that soap should be increasingly substituted by NSD. The fact that the production of edible oils 
has not increased adequately and that there has been a resultant shortage of this essential commodity 
for human consumption is undoubtedly an important factor in this respect. While the use of non- 
edible oils in the production of soaps has been increasing—and Hindustan Lever through its research 
organisation has made a useful contribution towards such substitution—this process has not reached 
a magnitude which would significantly reduced the pressure on the availability of edible oils. With, 
the shortage of domestic supplies, the only other way of maintaining the supply of oils and fats for 
the soap industry is to import these. This involves quite a sizeable foreign exchange bill. It 
is understood that 75% of the requirements of hard varieties of oil like tallow, paim oil etc., which 
are used in the soap industry are being met by imports. With the foreign exchange constraints faced 
by the country, this is an important reason why the substitution of soap by NSD is thought to be a 
matter of urgency and importance. 


3-02 It should not of course be overlooked that NSD also has an import content. The basic 
ingredient of NSD, dodecil benzene (DDB), has had to be imported right from the beginning of the 
production of NSD in India. The other materials imported are rock-phosphate and sulphur, which 
constitute two important raw materials for the production of STPP. One estimate received by us 
suggests that the foreign exchange requirement for one tonne of laundry soap is Rs. 540; and to manu- 
facture equivalent NSD (Z.e., in the proportion of one tonne of NSD to 1-6 tonnes of laundry soap 
which is said to te the effective equivalent in terms of washing), the foreign exchange requirement 
is Rs. 390. The Government of India has had under consideration the production of DDB in the 
Petro-Chemical Complex at Barauni and it was earlier expected that DDB would become available 
by 1971. It was on this expectation that certain expansions in the capacity to produce NSD were 
sanctioned in 1968. Subsequently, it was decided that the manufacture of DDB would be taken 
up in the public sector as a part of the Petro-Chemical Complex in Gujarat and the present expec- 
tation is that DDB would become available from this source by 1976. In this connection it should 
also be noted that one of the earlier expectations regarding the availability of DDB was that a Second 
DDB plant—or an expansion of the first proposed plant—would be undertaken shortly after complet- 
ing the first plant and that this would enable the country todo away with the imports of DDB. With 
the revised thinking in Government about imports of petroleum crude, it appears that there may be 
substantial revisions in the whole Petro-Chemical plan. The representative of the Planning Com- 
mission stated at the Public Hearing of this case that, while there may be little uncertainty about the 
first DDB plant with a capacity of 30,000 tonnes, nothing definite can be stated at present about any 
further expansion of the production of DDB. If the detergent alkylate (DDB) is manufactured in 
the country the foreign exchange needed for NSD production is expected to decline to Rs. 150 per 
tonne. If DDB continues to be imported, the foreign exchange content will remain at Rs. 390. 
It is thus seen that the foreign exchange requirement for NSD at present is about 72°% of that required 
for the effective equivalent production of soap. When detergent alkylate becomes available from 
indigenous sources, either by 1976 or as some sources expect—by 1978-79, the foreign exchange re- 
quirement for NSD will decline to 40% of that required for an equivalent production of soap. 


* 3-03 When considering the desirability of substituting soap by NSD some other aspects 
also need to be kept in view. A very large par of the present soap production in India is undertaken 
by small scale units; these units also are labour intensive and thus provide employment to large 
numbers. Detergents can be economically produced in large units which are capital intensive and 
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therefore have less employment potential. The import content of the plant for roducing NSD 
is significantly larger than that of plant for producing soap. These factors do acess that the idea 
that soap shoud be substituted by NSD at a very rapid rate should not be accepted without further 


examination. 


Effect on Environment 


3.04 One other aspect regarding encouraging the use of NSD which needs to be touched 
upon in this connection is the possible effect on environment of the use of NSD. The Majority 
Report has already given certain data about this question. The two main points (hat emerge from 
the views cited: therein are :— 


(i) that no effective substitute for STPP in the composition of NSD has yet been found even 
though much search has been made for such a substitute, specially in the United States; 


and 
(ii) that such a problem has not arisen in India upto now. 


The latter statement emerges from a way of thinking according to which Indian development 
must always follow the development in advanced countries, not only in iis good points but also in’ 
its failures,and (hat we should wake up to possible mal-effects of certain developments only after the 
mal-effects have actually made their presence felt*. In my view, this is a fallacious approach. At 
least one of the possible benefits from making.a late start in economic development is that lessons 
can be learnt from other’s experience and advance precautions taken to avoid some of their mistakes 
and pitfalls. It would also not be correct.to.say that-in India we shall not have the problem.of 
stagnant waters and that therefore entrophication will not pressei:t any significant difficulty. In the 
peninsular part of the country and also in many other areas, the source of water including streams 
and rivers are almost stagnant pools during the major part of the year, and there is little flow of 
water at that time. The same source of water is usually used for all purposes in many rural areas. 
Therefore, the statement that we do not have stagnant water in most parts of the country is not 
correct. The really significant point ‘in this context is the first one, viz., that up to now no effective. 
substitute for STPP has been located. This does however indicate that the search must continue 
and that if producers of NSD are to remain interested in such a search, they should themselves not 


be:overcommitted to the use af STPP. 


STPP in NSD 


3-05 It is also necessary to give further thought to the questions whether the composition of 
NSD should include as. much STPP as is at present being used by certain producers like Hindustan 
Lever. A non-Soapy detergent contains an organic compound—DDB—which imparts the basic 
surface—active property and, in addition, the undermentioned elements as builders for obtaining 


‘the various results indicated :— 
(a) Phosphates such as STPP and sodium-pyto-phosphate as foam extender; 
(b) Sodium-carboxy-cellulose to improve soil and dirt suspension; 
(c) fluorescent dyes as brighteners; and 
(d) sodium-silicate to avoid aluminium corrosion in washing machines. 


The composition of detergents as indicated by various existing and intending producers of 
NSD in India is given in Table 5. This indicates that the requirments of STPP as seen by different 
producers varies from 20% to 30%. It is understood (hat one majar producer of NSD has recently 
introduced a product which uses no STPP at all. On the other hand, it is well known that, in the 
United States, the detergents in use contain STPP in the proportion of even 40 to 50%. 


*In this connection should it be noted that the Government of India is becoming increasingly aware of-the poltution 
problem and, to begin with, a water pollution bill is being prepared. The Prime Minister is reported to have adé@« 
ressed:a. comprehensive letter on the pollution problem to chief Ministers and Presidents of the Federation of Cham. 
bers and Commerce and Associated Chambers of Commerce and Industry. The Prime Minister feels that, 
India being a huge country and industrialisation still being limited in its sphere, pollution has yet not taken man- 
acing proportions except in major Cities. ‘*Still”’, the Prime Minister feels, ‘‘the country cannot afford to -be neg- 
ligent of its citics from a long term point of vizw, Undoubtedly, the question of pollution is being treated some 
. what lightly in this country. There is. no reason why the anxiety for industrialisation should blind the country to 
its harmful effects right from beginining.”* 
(See the Economic Times, July 30, 1973). 
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3:06 According to the applicant Company, the average STPP content of NSD powder 
and bars should be between 25 to 35% to give optimum detergency in all conditions. They have 
stated that they have always used STPP to the extent of 32% in their powder and their rimen- 
tation for detergent bars with different levels of STPP have confirmed their conclusion that this much 
STPP is essential. It has been pointed out that STPP not only serves the purpose of softening hard 
water which is of great importance in washing but it also makes the active element in the detergent 
very effective. It has been further stated that :— 


“although differential formulations for hard and soft water can be produced, they cannot be 
practically marketed and economically distributed, because of the geographic pattern 
and constantly changing nature of the hard and soft water areas. Unlike some other 
countries, India’s soft water areas are neither easily isolated nor constant. Usage of 
synthetic detergents is still primarily in urban areas.. Whereas the majority of town in 
the north and east of the country are hard water areas (and so require a high STPP level) 
the pattern in the west and south is very uneven. 


For example, Bangalore and Madras (relatively high synthetic detergent towns) have 
hard water; Bombay Metro has soft water, but very high degrees of hardness are en- 
countered within a short distance of the city. Furthermore, in many parts of the country, 
considerably varying degrees of hardness are found within the same towns and villages 
often dependent upon whether it is tap or well-water. (As just two examples, the ‘per- 
manent’ water hardness only of tap and well water were measured .as 6 and 55 mgs/litre 
in Indore, 45 and 110 mgs/litre in Hyderabad). 


‘We have, therefore, been reluctantly obliged-to conclude that— 


the absence of large exclusive areas of soft water, and the variations of hardness often 
found from time to time (and even at (he same time) in some major towns and villages, 
coupled with 


the impossibility of quantifying how much dirty laundry with what degree of soiling will 
be in the wash-load 


make distribution of separate formulations for hard and soft: water areas impractical”. 
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. 307 While this statement forms a very strong case in favour of assuming that the use of 
STPP to the extent of 30% in NSD may be unavoidable, it needs. to be mentioned that there has 
not been a thorough investigation of this problem by any disinterested agency. A producing organi- 
sation which wants to cater to a countrywide market and wants to ensure adequate flexibility in its 
marketing and sales set up would naturally prefer to have a uniform product all over the country. 
While this may be important marketing consideration, in view of the possible mal-effects arising from 
increasing use of STPP, public interest requires that the proportion of STPP should wherever possible 
be limited to what is strictly necessary according to the nature of the water supply available in a given 
area. This is also important in view of the import content in the production of STPP, which appears 
to remain un-avoidable in view of the fact that adequate sources of neither rock phosphate nor sul- 
phur are available in the country. While the Commission cannot go further into this for the present 
enquiry, the important point that emerges from this discussion is that much greater thought needs 
to be given to the question of the STPP content of NSD products. NSD producers themselves would 
have no antipathy towards such studies and would not mind modifying the composition of their 
product if it is found necessary and practicable to do so, provided they themselves are not involved 
in the production of STPP. This is an important reason why a producer of NSD should better 
be kept out of the production of STPP. . He would then have little vested interest in continuing the 
use of STPP a large proportion in the composition of NSD. 


Demand Estimates for NSD 


3-08 The Majority Report has already. indicated the various demand estimates that have 
been made for synthetic detergents by various official agencies and spécially by the “Sub-Group on 
Soap and Detergents” of the Planning Commission’s “Committee on essential commodities and 
articles for mass consumption”. The Planning Commission has not yet taken a final decision on 
these demand estimates which, it must benoted, were prepared much before the Approach document 
which forms the basic policy guidelines regarding the Fifth Plan. One of the important aspects of 
the Approach guidelines is that the policy will be to raise the standards of consumption of the lowest 
30% of the population and, for this purpose, to bring about a certain reduction in the consumption _ 
standards of the top income groups. We have no data to indicate how such a policy would affect 
the possible demand for NSD. We enquired from the applicant Company at the Public Hearing 
as to what their market surveys showed regarding the categories of population which consumed 
NSD. Their answer was that NSD is increasingly being marketed among the lower income groups 
in the urban areas and also in rural areas though the quantum of consumption by these groups is 
not very large. NSD is at present largely consumed by upper and middle income groups, i.e. by 
persons with incomes exceeding Rs. 500 per month. If the country actually succeeds in reducing 
the consumpticn of the top income groups and increasing the. consumption of the lowest 30 % of the 
population, it is not unlikely that the demand for NSD will not increase in the proportion and at the 
Tate that the Sub-Group has envisaged. It should also not be overlooked that the sub-Group has 
projected a rate of growth of 26-5% per annum—a growth rate which was actually observed in the 
period between 1968 and 197]. This was a period of very rapid growth basically because not only 
did various NSD units came into full operation by 1968-69 but they were also permitted expansion 
of capacity which required little or no setting up of new units and only marginal additions to plant 
and machinery. Whether such an unusually high rate which prevailed over a short period of three 
years should be used for projecting the demand for the next Five Year Plan is some what questionable. 
This estimate is also partially based on the assumption of a deliberate substitution of soap by NSD. 
One of the basic’ understandings behind this assumption was that 52,000 tonnes of DDB would be 


available from indigenous sources. This assumption. as indicated above, has now become somewhat 
questionable. ; 


3-09 The applicant Company also furnished certain demand estimates regarding NSD at 
the time of the Public Hearing. A detailed note on the methodology used by the applicant Com- 
pany is enclosed (Annexure II). This would indicate that in making the demand estimate, the question 
of income elasticity of demand has not been clarified. Moreover, the distribution of income among 
the different strata of population has not been at all considered. As already indicated earlier, with 
the emphasis in the Approach to the Fifth Plan on a change in the income and consumption distri- 
bution among different scctions of the population, this factor cannot but have a significant impact 
on demand in the Fifth Plan period. If income distribution changes in favour of the lowest strata 
of population, it is not at all unlikely that the demand for NSD products will not increase in the 
manner assumed. There are also some other inadequacies in the method as well as the actual cal- 
culation of demand presented by the applicant Company. 


3-10 When considering the validity of these demand estimates regarding NSD for deriving 
the estimate of the demand for STPP, these limitations will have to be given due weight. Hindustan 
50—10 M of LJ & CA/ND/79 
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Lever’s own estimates of demand for NSD (after removing some arithmetical mistakes), if the substi- 
tution of soap by NSD is calculated on the standard Wasis of 1‘6 tonnes of soap to one tonne of 
NSP, would be seen to be as follows :~ 








TABLE 6 
(000 tonnes) 
High estimate ; 
cee anes eens Low estiinate 
As gives by the As corrected : 
company : . 
1973 : . . ‘oe . . poo 92 92 92 ; 
1974 sos se . : . 115 418 "Las 
1975 ee a a i a 140 1400 140 
WG, 196 196 176. 
WIT 297" 254 213... 
1978 a 3q0* 312 263 
1979 a 411 375 315 





1978-79** : : : : : : ‘ ' . 344 289 





*After correcting arithmetical mistakes. 
+Derived from above. 


For the end year of the Fifth Plan (1978-79), the demand estimate of the applicant Compan 
on the assutnption that production of soap does not increase and all additional demand is met re 
the production of NSD, would be 344,000 tonnes. ; 


NSD Capacity by 1978-79 


3:11 When considering the demand for STPP in the year 1978-79, it is also important. to 
examine whether, even if the Government and the Planning authorities finally accept a demand ésti- 
mate of 3,55,000 tonnes per annum of NSD and sanction total industrial capacity to that extent, it 
is likely that actual capacity for producing this Ray of NSD would be installed by that time. It 
has already been shown that the capacity installed for the production of NSD at present is 55,700 
tonnes. In addition, a capacity for 52,000 tonnes has been approved by way of substantial expan- 
sion of the existing units and part of this capacity is already under opetation and the remaining will 
be in operation in the near future. Licences and Letters of Intent have been issued up to now for 
an additional capacity of 1,31,700 tonnes per annum. As the statement below indicates, some of 
these units were given Letters of Intent more than four years age. 











TABLE 7 
S.No. Nate of the concern Proposed Annual Whether Date of 
Location Capacity Licence or Licence/ 
(Tonnes) Létter of Létter of 
Intent Intent. 
1 2 3 4 5 6 
1, Punjab State Industrial Development 
Corporation - . . , +  Rajpura 10,000 Licence 25-5-72/1969 
. (Punjab) 
2. WITCO . . : . ‘Near Baroda 10,000 Licence 1-4-72. 
3. Godrej Soap . : . + Bombay 10,000 Licence 10-12-71 /1968 
4. Government Soap Facotory, Bangalore Bangalore 10,000 Licence * 21-3-92*/1968 
5. Ulteramarine Pigments + - + Madras 10,000 Licence 28-12-71 /1969 
6. Bombay Soap Factory - : * Bombay 7,200 Licence 25-6-73 
7. Laxmi Industries, Bombay ‘ -  Hanst (Haryana) 7,200 LL 17-8-73/1969 


8... Haryana State Industrial Development . 
Corporation. = ‘> + Haryana 10,000 .. OE 21-79-52 
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TABLE 7—Coned. 
1 2 aoe 4 5 6 
9. M.LP. State Ind. Dev. Corporation - M.P. 10,000 LL 21-7-72 
10. DAL Ichi Kharkaria Bombay - * Mathura (U.P.) 10,000 LI. 26-9-72 
iI. ~Do.— ; . Z : derabad 10,000 LI. 21-7-72 
| OP) 
12. Swadeshi Detergents - : ‘ Ghaziabad 10,000 LIL 21-7-72 
13. M.K. Jaju - : me iss * Jaipur. 10,000 LI. 21-7-72 
14. Kusum Products - , . * Calcutta 7,300 LI. 23-4-73 





*The first licence for a capacity of 1200 tonnes p.a. was given 17th May, 1965. 


They have not boon able as yet to instal the capacity and initiate production. We can not 
therefore be certain about the extent to which the capacities that have already been licensed (or where 
letters of Intent have been issued) will actually come into existence and go into full production by 
1978-79. Moreover, to achieve a capacity of 3,55,000 tonnes further capacity to the extent of 1,15,600 
tonnes will have to be licensed and installed between now and 1978-79. Applications from 58 units: 
for a total capacity of 6,35,800 tonnes are pending with Government for consideration. Taking into 
account the fact that a number of licensees have not been able to instal the capacity licensed to them 
even in a period of four or five years in the past, one cannot but be sceptical about the possibility of 
an additional capacity of about 1,15,000.tonnes being licensed, installed and brought into operation 
in the next five years, this being in addition to the capacity of 1,31,700 tonnes already licensed which 
is to be installed by 14 units. The fact thatthe total equirements of DDB required for this production 
of NSD, viz. 52,000 tonnes is not likely to be available from indigenous sources even by 1978-79, 
and at least 22,000 of this will have to be imported, may also prove to be another stumbling block in 
the way of so much capacity for NSD being finally licensed and installed. 


3-12 Another important point regarding the possible implementation of the licences granted 
for the production of NSD should not be overlooked; and this is directly related to the present appli- 
cant. As already indicated earlier, the present applicant has enjoyed a very favourable position in 
developing its NSD capacity in the past and due to this as well as its world wide experience in the 
marketing of consumer products, it has been able to maintain its predominance in the NSD market 
in India. As already mentioned above, it has already applied for two more NSD units as a part of 
its package for the dilution of foreign equity. The Government having now included NSD as one 
of the core industries also indicates a pessibility that such expansion of the applicant company may 
be permitted by Government. A similar view may be taken regarding the expansion of the other 
existing large Indian producers, viz, TOMCO and Swastik. As we shall further discuss later, if the 
present proposal of the applicant Company is approved, it will be in a position to obtain 46 per cent 
of the raw materials required for the production of NSD on terms more advantageous than would 
be available to the new intending entrants in the NSD industry. The Government has now decided 
thet it would favour the setting up of units with a capacity of 10,000 tonnes each. It is therefore likely 
that none of the new units would have enough strength to compete with the existing large units in 
the industry which have capacities much larger than 10,000 tonnes They might be especially frigh- 
tened by the spectre of having to compete with Hindustan Lever which is already predominant and 
whose size in the NSD industry and competitive strength may be further increased if its proposals 
for setting up a STPP plant and two additional NSD units are approved. It is not at all unlikely 
that in such a contingency a number of the smaller Indian entrepreneurs woula hesitate to enter the 
industry. Thus the very approval of the prescnt proposal and the other inter-related proposals of 
the applicant Company might make it less likely that the expected NSD capacity would be created 
by the various Indian entrepreneurs to whom Licences and Letter of Intent fora capacity of 10,000 
tonnes ¢ach are being or will be granted. The actual demand for STPP by the year 1978-79 in that 
event may be much less than would be the case if a capacity of 3,55,000 tonnes for the production of 
NSD was set up. 


3-13 The purport of the above discussion is clear. There are no valid grounds firmly to assume 
that the demand for NSD by 1978-49 would amount to 3,55,000 tonnes.. Secondly, it is also very 
uncertain whether a capacity in the NSD industry adequate to produce 3,55,000 tonnes per annum 
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would be installed by 1978-79 . There are reasonable grounds to believe that the actual capacity 
for the production of NSD by 1978-79 would be much short of 3,55,000 tonnes. 


The Demand for STPP 


3:14 We have already examined earlier the question regarding the production of STPP 
required for the production of NSD. That discussion indicated that there are grounds for questioning 
the assumption that it is uniformly necessary to plan for the inclusion of STPP to the extent of 30 
percent in the composition of NSD. We should not therefore estimate the demand for STPP on 
the firm assumption of it being a derived demand to the extent of 30 per cent of the demand for NSD. 
Taken together with the various doubts regarding the possibility of the production capacity of NSD 
itself reaching a figure of 3,55,000 tonnes per annum by 1978-79, we have little basis to arrive at the 
derived demand estimate for STPP at 1,06,500 tonnes on a firm footing. It does not therefore appear 
essential to make sure that capacity for the production of 1,33,000 tonnes of STPP must be approved 
immediately. It is not at all unlikely that a much smaller capacity would be quite sufficient to meet 
the actual requirements likely to arise by 1978-79. It is important to emphasise this in view of the: 
fact that the production of STPP and other related products is an industry which is capital intensive 
and which also involves import of plant and machinery. Making an unduly liberal assumption about 
the capacity requirement can be deterimental to the nation’s economy. It would not be proper. to 
approve the proposal merely or mainly for avoiding a possible shortage, especially when the possibility 
of such a shortage arising is not firmly established. A poor country with scarce capital resources, 
and scarce foreign exchange resources, can ill afford to permit an investment merely to avoid the 
remote possibility of a shortage. 


CHAPTER IV 


BALANCE OF SUPPLY AND DEMAND 


The Supply Side 


4-01 After considering the question relating to the demand for NSD and the demand for 
STPP derived from it, we may now turn to the pogsibilities of supply of STPP in the next five year 
period on the basis of such data as are available to the Commission. 


4:02 The basic information regarding the sypply side of STPP may be seen in Table 8. The 
installed capacity will be 25,000 tonnes by early 1974, all of it located in Bombay... This capacity 
is located in one unit, viz., Albright Morarji & Pandit (AMP). We shall now examine the prospects 
of the various other units coming up and producing STPP in the next five years. 


Ballarpur Paper and Straw Boards Co. Ltd. 


4-03 This Company is intending to produce STPP by using a process different from the one 
used by Albright Morarji and Pandit, which is also the process proposed to be used by Hindustan 
Lever. Chlorine will be a bye-product of the other paper and pulp projects of the Company. As 
chlorine is a dangerous chemical, it has to be disposed of in a suitable manner. If it is dumped in 
the sea after being converted into hydrochloric acid, it may still constitute a danger to marine life. 
It is therefore almost essential that the Company should utilise the chlorine through the production 
of hydrochloric acid for a productive purpose. That is why the Company has proposed the pro- 
duction of STPP through the use of the hydrochloric acid process. The Company claims that, 
by utilising this process, it would be able substantially to save recuring imports of sulphur which are 
involved in the production of STPP through the sulphuric acid route. The Company has already 
been granted a letter of Intent for the production of 10,000 tonnes per annum of STPP. As the 
Company observed that the demand for STPP is likely to be larger, it has applied for enhancement 
of capacity to 24,000 tonnes per annum. The Company has already made agreements with the 
Government of Mysore for land, water and electricity.. Land at Karwar has been obtained and civil 
construction has begun. It appears therefore quite reasonable to expect that a capacity of at least 
10,000 tonnes per annum will be established by this Company in the next few years. In view of the 
fact that economies of scale are significant in chemical industrics, it is not unlikely that a capacity 
of 24,000 tonnes per annum may be found to be ‘more economical than one of 10,000 tonnes per 
annum. If the Government approves of the proposal to enhance this capacity as suggested by the 
Company, it is not unlikely that the capacity for 24,000 tonnes may also come up in the not too distant 


future. 


TABLE 8 
Likely supply position of STPP 


(Tonnes) 
I. Licensed capacity 

(i) Albright Morarji & Pandit - . . . . . . . 25,000 
(ii) Excel Industries : so : . : . 1,000 
(iti) Star Chemicals* ‘ . . . See . é 7 r 180 
Sub-total . . . . ‘ . « . . . « . . 26,180 

II. Capacity for which Letters of Intent are issued 
(iv) Ballarpur Paper & Straw Board = * © + + 9+ © 8 + os 10,000 
(v) Travancore Titanium Products: a: : sos . : . 36,000 
Sub-total . . . ° e . . . . . . . . 46,000 





*It is not clear why the D.G.T.D. assumes that the licensed capacity of Star Chemicals is 180 tonnes of STPP. As 
indicated in Chapter II, the licensed capacity of this concern for Phosphoric Acid and Industrial Phospate is 
much larger; it has not been able to implement it because of Government’s refusal to permit it to instal capacity 
for the production of Surlphuric Acid. ; : . 
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Hl. Capacity recommended by the Licensing Committee (Tones) 
(vi) Dethi Cloth and General Mills - ‘ . ‘ . . ‘ . . . 20,000 
(vii) Hindustan Lever ‘ ‘ ‘ : . . (30,000) 
Susie. (le ih owe SS. om ct Ms a ae. AS Ge ee. “Roane 
(excluding Hindustan Lever) a 
IV. Capacity recommended by the D.G.T.D. 
(viii) Bharat Commerce & Industries - . . ’ : . ’ . ‘ . 20,000 
(ix) Tata Mills mn” ts . . . 7 ae . ‘ . 7 5 17,000 
Sub-total - . . . . - . od “ . . . . "37,000 


V. Applications under consideration and likely to materialise 


(x) Hindustan Copper : 20,000 
(xi) Ballarpur Paper and Straw Board (further expansion) - 7 . . ‘ ‘ 14,000 
(xii) Albright Morarji & Pandit (Further expansion) - : 7 7 : . , 25,000 

Sub-total + . ‘ ’ * » ‘ < . . 7 . . 59,000 


4-04 This project has the following advantages in the present context-—— . 


(i) it is being put up by a company. which is not in the product on of NSD and does not 
appear to be interconnected with any concern producing NSD; 


(ii) it is a part of a large complex relating to paper, pulp and various chemicals; 


(iii) it helps in effectively utilising a bye-product which otherwise would go waste and affect 
the environment adversely; and 


(iv) it may use a process which will save imports of sulphur in the production of STPP. 


Travancore Titanium Products Ltd. 


4:05 This public sector undertaking, belonging to the Government of Kerala, has been 
mainly engaged in the production of titanium dioxide. In the process of producing this material, 
a large quantity of sulphate is produced and this is at present going waste and being dumped in the 
sea. The Company obtained a Letter of Intent for the production of 66,000 tonnes per annum of 
STPP in order to utilise this waste product. Though it obtained this Letter of Intent in July, 1972, 
its intention earlier appears to have been to set up the STPP unit at a somewhat later stage of its 
development programme. However, as mentioned in the Majority Report, circumstances have 
compelled Travancore Titanium to give priority to the STPP project. The discharge of sulphate 
is creating a pollution problem on the Kerala Coast and is disrupting marine life. As this has already 
affected the local fishing industry to some extent, there has been much thinking in Government about 
the necessity to take urgent steps to avoid the present method of disposing sulphate. This is of 
even greater importance as the production of titanium dioxide is proposed to be increased and the 
production of sulphate also would then go up. It has therefore been decided by the State Govern- 
ment that urgent steps must be taken to utilise the sulphate. If this is not done, there is a threat that 
the production of titanium dioxide will have to be brought to a halt. This is the reason why the. 
Company has now decided to give priority to the setting up of the STPP plant. In view of the above 
mentioned factors, it now appears very likely that this project will be set up in the next few years, 


4-06 The main points in favour of this project may be listed as follows :— 
(i) the project is based in a backward area in a backward State and is in the public sector ; 


(ii) setting up the project would eliminate a major source of pollution of sea water and at 
the same time provide a major raw material for the production of STPP, to that extent 
avoiding the use of imported materials; i 


(iii) Travancore Titanium is not at present engaged, and is not likely to be involved in future 
in the production: of NSD; , 


(iv) Travancore Titanium claims that the project will be based on Indian know-how. 
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Delhi Cloth and General Mills Ltd. 


4:07 This company has been engaged in the production of chemicals for a long time and 
produces, among other items, caustic soda, liquid chlorine, hydrochloric acid, sulphuric acid and 
super phosphates in sizeable quantities. It is proposing to produce 20,000 tonnes per annum of 
STPP and other related chemicals. The Company claims that it has developed its own technical know- 
how and the therefore will not require to obtain such know-how from foreign sources. It is already 
in the chemical line in a big way, and hence the proposed development would be in keeping with its 
normal growth. This feature will also make it possible for DCM to implement the project with speed. 
The company has claimed that if it receives permission in 1974 to go ahead, it expects to produce 
10,000 tonnes of STPP by 1975, and 20,000 tonnes by 1977. It has also pointed out that the capital 
costs required by it would be lower as compared to others because it will be able to make use of the 
existing facilities in its chemicals division. 


4:08 The main points to be taken note of regatding this prospective producer of STPP are :— 


(i) the production of STPP would be in the nature of a logical extension of its existing acti- 
vities; 

(ii) no foreign know-how is likely to be required, as it is claimed that the know-how has been 
developed by the company on the basis of its own R & D effort; 


(iii) it is a hundred per cent Indian company; 


(iv) the Company is not at present producing NSD. It needs to be noted however that it 
has applied for a licence for the production of NSD and the application is still pending 
with the Government. 


Hindustan Copper Corporation Ltd. 


4:09 This is a public sector undertaking which is setting up the production of copper at 
Khetri. The Company has stated that phospheric acid, one of the basic raw materials for the manu- 
facture of STPP, would be available from its acid-cum-fertiliser a which is a part of the Khetri, 
Copper complex. About 68,000 tonnes of phosphoric acid will be produced very early. in 1974 
and the company proposes to utilise a part of this for the production of STPP. A_ preliminary feasi- 
bility report on the project has already been prepared for the Company by Engineers India Ltd., 
another public sector undertaking, and further actions to sclect.a suitable process and set up the 
plant are being taken. The Company has applied in June 1973, for an industrial licence for the pro- 
duction of STPP. 


4:10 The main points to be noted in connection with this proposal are : 


(i) it is being undertaken by a public. sector undertaking; 


(ii) the proposed production of STPP will utilise phosphoric acid which would be a by- 
product of the total complex; 


(iii) the plant is being located in one of the industrially backward States, viz., Rajasthan; 
(iv) the Company intends to secure foreign know-how; 


(v) phosphoric acid will become available early in 1974, and the Company expects to complete 
construction of the plant within 36 months from the date of obtaining the sanction of 
Government. ; 


Bharat Commerce/Industries Ltd. 


4:11 This Company, belonging to the House of Birlas according to the Industrial Licensing 
Policy Inquiry Committee (ILPIC), has applied in January, 1973, for setting up a unit for the pro- 
duction of 20,000 tonnes per annum of STPP and related quantities of sulphuric acid and phosphoric 
acid. It is proposed that the unit would be set up in a backward district of Maharashtra. The 
Company has indicated that it may require foreign technical know how for the production of STPP. 
Its application has been recommended by the DGTD, but it has still to be examined by Government. 


‘Tata Mills Lid. 


4:12 This Company belonging to the House of Tatas, according to the ILPIC, has applied 
in November, 1972, for setting up a unit for the production of 17,000 tonnes per annum of STPP 
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It has proposed to locate this unit in Srikakulam or Vizagapatnam in Andhra Pradesh... The exact 
location is to be decided in consultation with the Government. The Company proposes to obtain 
‘technical know-how from a Belgian firm and has submitted specific proposals to the effect. 


4-13 About these two proposals, the following points need to be noted :— . 
(i) both of them are from companies which are mainly engaged in other lines of production; 
(ii) both these belong to larger Houses; both are 100% Indian; 
(iii) both proposals appear to be for setting up units in backward district locations; 
(iv) both appear to require foreign technical know-how; © 


(v) while both proposals have been recommended by DGTD, these are still being examined 
and one does not know when the final decision would be taken. ie 


Albright Morarji & Pandit Ltd. 


4-14 . This Company which is at present a monopoly producer of STPP in India has applied 
for expansion of its presently licensed capacity of 25,000 tonnes per annum to 50,000 tonnes per 
annum. This Company had foreign collaboration with one of the most prominent producers of 
STPP in the United Kigndom, viz., Albright Wislon, which also held equity in this Company to 
the extent of 46 per cent. The main point about the know-how for the future is that the foreign tech- 
nical know-how has already been paid for and no further payment would be involved for this purpose 
even. if the production is expanded. It has been claimed that expansion upto 25,000 tonnes is likely 
to be completed by early 1974. Planning for the next stage of expansion to 50,000 tonnes has been 
undertaken. The Company has claimed: that, due to the various economics it would be able to 
achieve as a result of such an expansion, there would be a considerable saving in terms of capital 
expenditure and that therefore the cost ot proaucing STPP would also be reduced. As against 
about Rs. ten crores estimated to be the capital cost by Hindustan Lever for installing a capacity of 
30,000 tonnes of STPP and related quantities ot Sulphuric acia (54,000 tonnes) and Phosphoric Acid 
(19,500 tonnes), AMP claimed that their capital cost for expansion from 25,000 tonnes to 50,000 
tonnes per annum of STPP would be only Rs. 5:25 crores and that, as a_ result, the bulk cost of pro- 
duction per tonne of STPP which would be Rs. 2,497 for a new plant of 30,000 tonnes per annum will 
be only Rs. 2,124 on the basis of their proposed expansion. AMP have pointed out that as production 
has increased they have reduced their selling price of STPP from Rs. 3,400 per tonne in 1968 to Rs. 
3,046 in 1972. It has been stated that on completing the expansion to 25,000 tonnes, it should be 
possible to reduce the price further by Rs. 100 per tonne and, if the production increases to 50,000 
tonnes, a further reduction by Rs. 100 per tonne may be possible. The Company has stated that 
it has taken steps to reduce equity holdings by its foreign collaborators from 46 per cent to about 
40 percent by disinvestment. It was also stated at the Public Hearing that, subject to the approval 
of the Government, it is proposed to reduce such foreign equity further to 26% simultaneously with 
the proposed expansion. _It noeds to be noted in this connection that a large Indian concern, Dhar- 
amsee Morarji Chemical company, holds 27 per cent of the equity in this Company and there is 
considerable technical collaboration between that company and AMP. 


4-15 the main points to be noted in connection with this proposal are :— 


(i) this unit at present holds a monopoly position in the production of STPP and is likely 
to continue to be predominant in this industry even withcut any further expansion; 


(ii) the expansion will not require any additional funds for foreign technical know-how as 
the know-how has already been paid for and no further payment will be required; 


(iii) there are likely to be substantial economies of scale as a result of the expansion both in 
terms of capital costs and the current cost of production; 


(iv) the expansion is likely to be achieved in a comparatively short time as the concern is already 
well versed with the various problems regarding thi: line of production; 


(v) the Company has a substantial foreign equity but it has already taken steps to reduce it 
from 46 per cent to below 40 per cent, and it is proposed to reduce it further to 26 per 
cent if the Company’s capacity is increased; 


(vi) following the example of the foreign collaborator, this Company has also kept out of the 
production of NSD and has stated that it has no intention of entering that line of pro- 
duction in future. 
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: 4-16 There are other applications for the producticn of STPP which are under consideration 
of Government. But these are from different individuals and we have no means cf ascertaining to 
what extent these individuals are capable of undertaking the projects even if Government grants 
them permission to do so, and also how long they will take to implement a project of such magnitude. 
It would therefore be safer not to rely upon these proposals being implemented for the purpose of 

understanding the likely position of production and supply of STPP by 1978-79. : 


The Overall Balance 


4-17 The above discussion indicates that it is quite likely that the following concerns will 
set up Capacities indicated against their names by 1978-79 in case these are sanctioned by Government: 


4. Travancore Titanium . . . , , . . . . ’ . * 36,000 tonnes 

2. Hindustan Copper - : : . . ’ . . . . . . + 20,000 =,, 

3. Ballarpur Paper and Straw Board - . . ‘ . . . . . + 24,000 ,, 

4. Delhi Cloth Mills - ‘ se . . . : . . : . * 20,000 =,, 
Hoel Gi Oe ee tae SS A. EOE 


4-18 It is important to recall in this connection the case of Star Chemicals, a pioneer under- 
taking in the field of Phosphoric Acid, which has been prevented from implementing its licensed project 
for industrial phosphates (including STPP) by Government refusing its permission to set up a sulpt-uric 
acid plant. From such data as are available to us, it appears to be a case where, with a comparatively 
small additional investment (including some foreign exchange), a capacity of almost 15,000 tonnes 
of STPP can be brought into existence and.this will bein an undertaking which is owned fully by an 
indian and does not belong to a Larger House. 


4:19 The proposal of AMP for expansion from the present capacity of 25,000 tonnes to a 
capacity of 50,000 tonnes falls in a different category. It will undoubtedly require special scrutiny. 
However, an important point for the present consideration is that it woula certainly be possible for 
this Company to add this capacity to their existing capacity within the period of the Fifth Plan. This 
would also give substantial economies of scale. . Whether the conditions indicated by AMP, namely, 
reduction of foreign equity to 26 percent and the price decrease of about Rs. 100 per tonne should 
be considered adequate, or whether some further conditions need to be imposed, is a matter for the 
Government to consider separately. The fact that this Company is not producing NSD and is not 
likely to enter this line is an important point to be considered regarding its monopoly position. 


4:20 Regarding the two other applicants, Bharat Commerce and Tata Mills, they are 100 
per cent Indian companies but belong to the larger Houses of Birla and Tata as per the Report of the 
ILPIC. This may indicate that if their proposals are approved it is likely that the projects would be 

-implemented within the Fifth Plan period. We do not know whether this line of production would 
be merely an extension of their existing activities or an entirely new line. They also require foreign 
technical know-how. It will not be advisable for the Commission to express any opinion on whether 
these two proposals would be approved by the Government or not and if so on what conditions.- 
All that may be said is that ordinarily their applications may be given a higher preference over the 
application of a company with a predominantly foreign equity. If they are permitted on suitable 
conditions, it is not unlikely that they will set up the required capacities within the Fifth Plan period. 


4-21 Our conclusion therefore is that, in addition to the capacity of 25,000 tonnes per annum 
of STPP which will be available in early 1974, it appears quite likely that an additional capacity of 
100,000 tonnes will be set up by public sector undertakings and other Indian undertakings whose 
entry into this line is likely to be approved by Government. If the capacity licensed to Star Chemicals 
can be activised, it will add 15,000 tonnes within a short time. It is further likely that if the expan- 
sion of AMP can be permitted on suitable conditions it may not only be completed in the Fifth Plan 
period but is likely tc lead to substantial economies in tesms of cost. Thus a capacity of about — 
1,65,000 tonnes per annum can be brought into existence by 1978-79 without bringing Hindustan 
Lever into the picture. If necessary, it may also be possible for Bharat Commerce and Tata Mills 
to set up capacities of 20,000 tonnes and 17,000 tonnes per annum respectively if their proposals are 
permitted on the basis of suitable conditions. It may thus be concluded that public sector under- 
taking with a (then) 26 per cent foreign equity can among themselves create capacities for the pro- 
duction of STPP by 1978-79 which would be more than enough to satisfy the expected requirements 
of STPP by that year, even if we make a very generous estimate of the demand for STPP. Paran- 
thetically it should be noted that while the Government has through a Press Note invited applications 
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for setting up new capacities for the production of NSD, no such invitation has been issued for creating 
new capacities in the field of STPP*. It is not therefore unlikely that some proposals from hundred 
per cent Indian companies, which might possibly have schemes specially advantageous in terms of 
location or technology, might come up if proper effort is made by Government. 


Possible Impact of Approving Present Proposal 


4-22 On the other hand, if Hindustan Lever is permitted to create the proposed capacity 
for the production of STPP, it is not unlikely that some of the existing proposals may be either post- 
poned or given up. Hindustan Lever being an important and existing potential customer for STPP, 
other potential producers of STPP are bound to be apprehensive about the effect on their pres- 
pective demand of Hindustan Lever setting up a large unit which can be used for captive consum- 
ption. The other prospective units may be apprehensive about the demand for their product, espe- 
cially if they entertain a fear, which may not be unrealistic that the actual installed capacity for NSD 
by 1978-79 may prove to be much less then 3,55,000 tonnes per annum. They may thus either go 
slow in creating the capacity for producing STPP or even give up their projects. Those who cannot 
avoid producing STPP, because it is inherently connected with some other products, as appears to 
be the case with Travancore Titanium or Hindustan Copper, may still go ahead. But where there 
is a choice, the prospective producer would think twice before committing his capaital to a project 
whose demand prospects would be definitely dimmed as a result of Hindustan Lever’s entry. It 
is not therefore unlikely that if Hindustan Lever’s proposal for setting up a STPP plant is approved, 
it may even be retrospectively justified bzcause of the adverse impact its creation may have on the 
setting up of other units. 





*As a matter of fact, the Government at one stage had contemplated the issue of such a Press note. When the appli- 
cation by DCM under the IDRA (made in December, 19714) for STPP was considered by the Licensing Committee 
in June 1972, it was decided that, as the DCM belongs to.a Larger. House, it may be worthwhile to issue a Press note 
to invite applications for the manufacture of STPP so as to see whether new entrepreneurs would come forward. 
In the meanwhile, the application from Hindustan Lever (made in May 1972) was also received. When this a pli- 
cation was being considered, a view appears to have been taken that applications for adequate capacity had been 
received and there was no need for issuing a Press Note. The applications of both DCM and Hindustan Lever 
were considered by the Licensing Committee in September 1972, and recommended for the issue of Letters of Intent. 


CHAPTER V 


REGIONAL BALANCE AND LOCATION 


Regional Balance of Supply and Demand 


5:01 One argument that was pleaded by the applicant Company at the Public Hearing 
was regarding regional balance of supply and demand. On the basis of the existing licensed capacily 
and Letters of Intent issued for the production of STPP, and taking into account the applicant Com- 
pany’s own estimate of regionwise demand for STPP, it was claimed that there would be substantial 
gaps by 1980 between supply and demand for the northern and eastern regions of the country (sec 
Table below) :— 



































TABLE 9 
. ‘yt Gs NORTH EAST WEST SOUTH TOTAL 
A. Licence issuedie. AMP. =. * + 25,000 
TotalA «© + + + «© «© 4 , 25,000 25,000 
3. Letters of Intent 
(i) Travancore Titanium ‘ . . ’ . 36,000 
(ii) Ballarpur - . . : . ‘ . . 10,000 
otal B 6s > er ye. A cierto 10,000 36,000 46,000 __ 
Grand Total - ee a 35,000 36,000 71,000 
Estimated Demand by 1980 - = ~*~ © + = 34,000 42,000 28,000 21,000 125,000 
Gap for which licences to be given - . Ree : 34,000 42,000 (7,000) (15,000) 54,000 





It was therefore suggested that the present proposal of Hindustan Lever needs to be supported 
as it would meet to a substantial extent the expected gap between supply and demand in the eastern 
zone. 


5.02 It needs to be noted in this connection that ancther intending producer of STPP 
Deihi Cloth and General Mills, had pointed out in its communication to the Commission sctting out 
iis objections to Hindustan Lever’s proposal that, according to the calculations made by the Ccine 
ret gap between supply and demand in the northern region wculd be very large (see Table 
below). 





TABLE 10 
(Unit: Tonnes/Annum) 
. Zone Total capacity Approx. require- Total capacity Short-fall in 
for Synthetic ment of Indust- for STPP STPP Capacity 
Detergents rial Phosphate = (Installed/Licen- 


(installed/Li- (STPP) for sed Letter of 
censed/Letter of Synthetic Deter- Intent) 


intent) gents 
“North - o* + 8 © * 63,600 20,000 Nil 20,000 
South © ° © © 8 8 20,000 6,000 36,000 30,000" 
East °° + * + + 6 36,000 11,000 Nil 11,000 
Wet «+ © «+ + «© 115,000 35,000 25,000 10,000 





*Surplus capacity in South Zone. 


As regatds the eastern region, the total synthetic detergent capacity there would be (according 
to DCM) 36,000 tonnes per annum. It was therefore pointed out by DCM that if the proposed _pro- 
ject of Hindustan Lever is located in the eastern region as proposed, almost 2/3rd._ of the production 
would have to be disposed of in the northern and western zones where the requirement would fall 
short of the capacity likely to be created. This would. untiecessarily add to transport cost. It was 
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therefore suggested that it was much more important to set up adequate capacity in the northern 
zone because the demand in the eastern zone is likely to be comparatively small. 


5:03 The data available with the Commission regarding the capacity sanctioned for NSD 
units either by way of Licences or Letters of Intent do not always clearly indicate the location of the 
proposed project. Analysis based. on such information as is available indicates (sce Table below) 
that there would be a-surplus in the West, the north as well as the south while there would bea gap 
of about 11,000 tonnes between the demand and supply for STPP in the eastern region if we take 
the projects mentioned earlier into account, and do not include the Hindustan Lever project. If 
the proposed Hindustan Lever project is included, then there would be a substantial surplus in the 
eastern regicn; but as pointed out earlier, there would then be considerable uncertainly about which 
of the other projects would come up. 


’ Regional Balance Necessary? 


5:04 The main question about this argument of the Company is however whether, regarding 
a commodity like STPP, regional balance is of much significance. It has been ascertained that at 
present the requirements of STPP of the Calcutta NSD factory of Hindustan Lever are met by trans- 
porting STPP from Bombay. The transport cost is said to be about Rs. 200 per tonne which amounts 
to two to three per cent of the cost of producting NSD. If the cost of transporting STPP from al- 
most one and of the sub-continent to the other makes such a smallimpact on the total cost of producing 
NSD, and there appears to be no other problem regarding the effective transport and utilisation of 
STPP when it is transported over a long distance, there appears to be no reason for thinking of a 
tegional balance for STPP. Regional balance should be thought of only in respect of commodities 
whose cost of transport is so high in relation to the total cost of producting the final commodity that 
transporting the material over long distances would be quite uneconomic. This is not the case 
regatding STPP. Moreover, STPP is a commodity which requires more capital to be invested for 
its production than NSD. Like any other basic chemical industry, significant economics are obtained 
by organising production on a larger scale. The production of STPP should therefore be set up 
wherever it is found convenient and economical to do so, and STPP can be transported without too 
much transport ccst to the various locations of NSD units. Economies of scale in production are 
likely to be much more important in the production of STPP than the considerations of the location 
of the consuming industry, namely, NSD units. Thus there appears to be no reason to insist ona 
regional balance of supply and demand regarding STPP. Moreover, if new STPP capacities come 
up in the north, which is likely if the capacities proposed to be created by Hindustan Copper and 
DCM came up, units producing NSD in the eastern region would find it possible to obtain STPP 
at a lower transport cost than at present. It dovs not therefore appeai to be necessary to support 
the proposal of Hindustan Lever on the ground that it will redress the gap between the supply and 
demand cf STPP in the eastern region. 





TABLE 11 
(Tonnes) 
North East West South Total 
A. Likely Demand for STPP 
Approved capacity for NSD : ‘ 67200 36000 106200 30000 239400 - 
STPP reqd. (@30%) - . ’ 20160 10800 31860 9000 71820 
B. Possible Supply of STPP 
1. Albright Morarji & Pandit 
Approved capacity - . . : 25000 bck 
Proposed expansion . ° . ot 25000 He 50000 
2. Star Chemicals - 7 . . . ‘sé ae 15000 ae 15000 
3. Excel Industries . . 7 ‘ he Me 1000 a 1000 
4. Travancore Titanium Products - ‘ se 6§ ise 36000 36000 
5. Ballarpur Paper & Straw Board - : sy ie ac 24000 24000. 
6. Hindustan Copper - ° : . 20000 ee oe ae 20000 
7. Delhi Cloth & G. Mills = - : : 20000 er Se ee 20000 
8. Bharat Commerce & Industries - . ne a 20000 Pe 20000 - 
9. TataMills. - + + + . ue tA 2 170000 17000 





40000 ee 86000 77000 203000 


(Hindustan Lever’s present proposal has been excluded) 
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Location at Haldia 


5°05 This is not to say that at a suitable stage an attempt should not be made to locate a 
STPP producing unit at Haldia. From the data made available to us in the present enquiry, it appears 
that Haldia would possess a significant advantage for such a location. Being a post, it would be able 
to receive imported materials such as rock phosphate and sulphur at international prices. An addi- 
tional advantage appears to be that a substantial proportion of soda ash required for the phosphate 
plant would be available from the Fertilizer Corporation of India which is setting up a fertilizer and 
other chemicals complex at Haldia. The remaining part of the soda ash 1cquitements may be easily 
obtained from Tuticorin by means of sea transport. From this point of view, Haldia may prove 
to be an advantageous site for the production of STPP and related chemicals. This is however no 
reason to insist that the present proposal should be suppcrted. If Hindustan Lever is not permitted 
to proceed with the project, and it is found that Haldia provides a good location, other intending 
producers of STPP may well show interest in locating the project at Haldia. 


Location in a Backward District 


5:06 As pointed out in the Majority Report, the State Government of West Bengal has 
supported the project. The main point stressed bv the State Government is that in view of the 
employment difficulties faced by West Bengal, the location of the proposed unit in that State, spec’ally, 
in Haldia which belongs to one of the districts designated as backward by the Planning Commission 
will be of sginificant use and advantage. It has further been suggested that the location of a major 
project of this kind may act as a catalyst for other investments to take place. 


Employment Potential 


5:07 _ The applicant Company made an estimate of the employment potential of the proposed 
project. This is given in Annexure IIT. There are two parts of this estimate—one relating to direct 
employment arising from the setting up of the unit, and the other the indirect employment that would 
arise as a result of a number of NSD units coming up on the basis of the STPP that would become 
available. Rearding the former, it is claimed that the factory itself would employ 300 persons. 
200 persons wou'd be employed in the movement of raw materials and finished products arising out 
of the production of the factory, and provisions of spares, supplies etc. would further create em- 
ployment for another 500 persons. Without going into details, one might say that the third element 
in the estimate appears to be highly exaggerated and the direct employment arising out of:setting 
up of the unit is not likely to exceed 500 persons. 


5:08 As regards the estimate based on the setting up of NSD units, it is questionable whethe 
such a development has any necessarv relationship with the production of STPP in the same State. 
As we have indicated earlier, the cost of transporting STPP from as long a distance as Bombay appears 
to be minor in relation to the total cost of producing NSD and, cven at present,Hindustani Lever is 
producing NSDin Calcutta based on supplies of STPP from Bombay. Thereis therefore no necessary 
relationship between setting up of NSD units in West Bengal, and the setting up of a STPP unit in 
that State. It is conceivable that in view of the potential market for NSD in West Bengal, additional 
capacity for producing NSD may be set up there; and this would certainly give rise to some additional 
employment. But this has nothing to do with whether a STPP unit is set up in West Bengal or not. 
When the representative of the State Government was questioned on this matter at the Public Hearing, 
he stated that in view of the uncertainties regarding transport, manufacturers would prefer if the 
sources of supply of raw matcrials are nearby. On such grounds, we shall have to think in terms 
of regional self-sufficiency in almost all items. This is not desirable from the point of view of econo- 
mical and efficient use of resources. The argument that indirect employment through the setting 
up of NSD units is positivelv related to the setting up of the STPP unit cannot therefore be accepted. 
It may thus be concluded that the proposed unit as such would onlv create local employment for 
about 500 persons. While even this would certainly be useful, this cannct be accepted asa major 
consideration in thinking of the proposal. 


5:09 Regarding the argument that a large company like Hindustan Lever setting up a unit 
in West Bengal, and specially in a backward district, would act as a catalyst in attracting other in- 
vestors, all that can be said is that, on this reasoning, no proposal from a large company ora Large 
House for location in a backward district should be rejected! One should also not over-look the fact 
that, while West Bengal cortainly has its problems which are well recognised, together with Maha- 
rashtra it constitutes the most industrialised part of the country. There are States like Rajasthan 
and Kerala which are industrially far more backward. As already indicated earlier, the setting up 
of the proposed unit by Hindustan Lever can well result in a setback to the proposals regarding setting 
up of new units for the production of STPP in these States. This result is related not so much to 
the setting up of a unit at Haldia as not its being set up by Hindustan Lever. This aspect of the 
problem cannot be ignored. The State Government may well consider whether it should not think 
of some other party for setting up a STPP unit at Haldia. 


CHAPTER VI 


HINDUSTAN LEVER’S CASE FURTHER EXAMINED 


6-01 Our analysis up to now clearly established that, for the purpose of meeting the expected 
requirements of STPP and other related products by 1978-79 it is not necessary to permit Hindustan 
Lever to put up the proposed project. The expected demand is likely to be satisfied even without 
Hindustan Lever entering the field. We may now examine the case for approval put forward by 
Hindustan Lever. 


Past Record 


6-02 The main arguments adduced by the applicant Company in its favour have already 
been explained in the Majority Report and do not need repetition. It is well known that Hindustan 
Lever has one of the best professional managements in the country. This is in keeping with the 
reputation of its parent company—Unilever—as one of the pioneers in modern professional manage- 
ment. In recent years, Hindustan Lever has also developed a very capable R & D organisation whose 
record of work is certainly worthy of emulation by many Indian concerns. The work done by it 
on developing sources of non-edible oils needs special mention as it has attempted directly to deal 
with the shortage of available oils which not only creates problems for the soap industry but also 
leads to sizeable foreign exchange expenditure. At the same time, it cannot be ignored that there 
is little indication that much effort has bcen made to develop a non-soapy detergent which would, 
avoid the use of so much imported material. When this question was raised at the Public Hearing 
Hindustan Lever’s representatives clarified that some effort at adopting a compcsition of NSD in 
India which was differont from that adopted by Unilever elsewhere had been made. The Com- 
mission saw some evidence about the work that is done in the R & D Organisation regarding the 
washing properties of different types of NSD.;-It is also true that Hindustan Lever has sucozeded 
in developing a NSD bar which is more suited'to the Indian market, though it should be remembered 
that the attempt to develop a bar from NSD was made even earlier by the other two NSD producers, 
viz., Swastik and TOMCO. What one does not find is any evidence of a serious effort to develop 
substitutes for some of the constituents of NSD which are based on imports and especially, STPP. 


6:03 Two other points relating to the record of Hindustan Lever need to be mentioned in 
this connection. The first is that while their R & D effort is commendable, expenditure on it a 
proportion of sales turnover has never reached one per cent even though Hindustan Lever is a very 
profitable concern and many tax incentives are available for undertaking R & D. (See Table 12). 
One cannot help comparing the expenditure incurred by Hindustan Lever on advertising and sales 
promotion with that incurred on R & D. Expenditure on marketing has been far larger than that 
incurred on R & D. While it is true that the introduction of a new product like NSD involves con- 
sumer education, one cannot but point out that, in an economy like India’s, efforts to improve the 
technical quality of the prcduct and especially to locate sources of substituting imported material 
should be considered far more important than sales promotion. 


TABLE 12 


Expenditure on R @ Dand Advertisement by Hindustan Lever in relation to total turnover 
(Amounts in Rs. Lakhs ) 

















Revenue Expenditure Expenditure as % of 
ae, eet turnover 
Year Turnover R&D Advertising —— — 
as sales R&D Advt. 
promotion 
(1) . (2) (3) (4) (5) (6) 
1935 . . . . . . : 7148 18 104 0°25 1°45 
1966 . : . . . . . 8467 24 96 0-30 1°13 
1967 . . . . . 7 : 9328 31 94 0°34 1°01 
1968 . so : ‘ : ‘ 9259 44 119 0-47 1°28 
1969 ‘ . . . . ‘ . 10879 55 176 0°31 1-62 
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TABLE 12—Contd. 








) (2) (3) (4) (5) (6) . 
Ui a, 11921 64 194 0-54 1:63 
Cr a a 13410 72 211 0°54 1:57 
i a a a a 14044 79 219 0.56 1-56 





Source : The Applicant Company, 
Report and Accounts of the Company. 


6-04 Another important point in this connection is that the applicant Company apparently 
places more importance on sales promotion as a method of increasing its sales than on reduction in 
prices. This is in keeping with the behaviour of producers operating under conditions of monopolistic: 
competition, where non-price competition is always found by producers to be far more profitable 
than price competition. The ethics as well as the balance of social advantage in a poor economy 
would however suggest that this is not very desirable. In spite of the substantial increase in production 
in the last few years, a significant part of it obtained only with marginal additions to plant and labour 
there has not only been no price reduction in the NSD sold by the applicant Company but there has 
actually been a price increase shortly following the approval. by Government of a doubling of its 
production capacity. These are pointers to indicate that the predominant position held by the 
applicant Company in the field of NSD cannot be said to have been of significant advantage to the 
common consumer in India. This past record cannot but raise doubts about the possible future 
effect of the applicant company’s predominance in the production of NSD and its competitive strength 
being enhanced as a result of it being able to obtain 46 per cent of its raw materials from captive 
sources. The Company’s record does not show that such’a development would lead to any significant 
benefit to the consumer. : 


Unilever’s Contribution to Project 


_ 6-05 An important point to note regarding the present proposal is that the applicant Company 
and its parent company would make little contribution to it. Nowhere in the world in Unilever 
producing phosphates, including STPP. In spite of its being one of the largest NSD producers in 
the world, nowhere has it undertaken the production of STPP, even though STPP constitutes even 
a larger proportion of NSD in countries like the USA. There is no technical know-how that either 
Unilever or Hindustan Lever will be able to contribute to the new project. The know-how will 
have to be obtained from other seurces—probably foreign. The representatives of the applicant 
Company have stated that they would be quite’ willing to obtain know-how from Indian sources if 
they a:e confident about the know-how being the best one available and if the terms are satisfactory. 
It does not seem as if these two conditions will be satisfied. Albright Morarji & Pandit have indicated 
their willingness to make the know-how available to parties wanting to produce STPP and related 
products, but they have laid down an exception in the case of producers of NSD on the plea that 
such vertical integration would be against their own interest and the interest of the industry. Know- 
how which the DCM claims to have developed is still to be used on a commercial scale and, until 
DCM proves it through its own unit, it may not be able to sell it to other parties. The conclusion 
is thus inescapable that, if Hindustan Lever is to undertake this project, know-how will have to be 
specially obtained from foreign sources on payment. 


6:06 Not only will the parent company or Hindustan Lever not contribute any technical 
know-how to the proposed project but they are also not expected to provide any finance. After 
all, this is said to be one of the main attractions of the scheme—that the proportion of foreign equity 
in Hindustan Lever will be diluted as a result of its being permitted to take up this project, finance 
for it being found from Indian sources. We shall examine this problem in detail a little later. The 
point to be emphasised here is that Unilever even after the proposed dilution will continue to be the 
largest shareholder in Hindustan Lever, retaining about 70% of equity and it will make 
no contribution to this project either by way of technical know-how or by way of finance. When a 
question was raised at the Public Hearing as to why Hindustan Lever should be granted 
permission to set up this project as their parent company would contribute neither technical 
know-how nor finance for the project, the answer was that they have a good management and 
this is not an unimportant factor in the development of a new project. 


Vertical integration 


6-07 One of the main points that have come up in the discussion about the present proposal 
is that it involves backward vertical integration by a producer of NSD. On this ground a number 
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of objections have been raised, both by producers of NSD and by producers—present and pros- 
pective—of STPP. On the general issue of vertical integration, the representatives of the applicant 
Company made the point at the Public Hearing that vertical integration cannot always be considered 
undesirable. There are a number of instances where vertical integration is not only permitted but 
encouraged. This is obvious, the most prominent example being matallurgical industries like iron 
and steel or aluminium, and also certain chemical complexes. The reason in such cases mostly is 
that considerable technical and process economies are attained by the oulput of one process being 
immediately available as input for the next process in the series, as significant costs by way of fuel 
or transport are avoided by such process continuity. Where such advantages do not exist, and es- 
pecially where output of one process is to form the raw material for another process which can usually 
be undertaken on a different scale, vertical integration is not necessary. Whcre the two processes 
belong entirely to different technical categories, the enterpreneurs themselves usually avoid getting 
involved in such vertical integration. As we have already indicated, Albright Wilson, one of the 
leading producers of STPP and other phosphates, has not entered the production of NSD; and 
on the other hand, Unilever has not entered the production of STPP. Theie are few examples in the 
world of NSD producers entering the production of phosphates and STPP, the main reason being 
that NSD is a consumer product and the orientation of the NSD producer is usually quite diffurent 
from the orientation of the producer of STPP and other phosphates, the latter belonging to the basic 
chemical industry. 
e 


6°08 As we have already pointed out earlier, while the consumption of NSD has not up to 
now given rise to any significant environmental problems, it would not be wise to wait till such problems 
arise through the widespread use of NSD in the country. It would be far better to anticipate problems 
and try to take some steps from now on to avoid future complications. As the mai. guilty factor 
responsible for adverse environmental effects;arising from NSD is STPP, it is necessary that the 
producer of NSD should feel free to expluit the possibility of reducing the percentage of STPP in 
NSD, and, if possible, even to eleminate.it by looking out for substituies.* In the Indian context 
this would also be important for the purpose of import substitution as there seems to be little prospect 
of finding adequate indigenous sources of rock phosphate or sulphur, the two main constituents of 
STPP production. However, if a manufacturer of NSD is himself involved in the production of 
STPP, he would be reluctant to make such explorations and to effect a change. His own investment 
would be in jeopardy if this happens. Not only would he not explore the possibility of reducing or 
eliminating the use of STPP but such influence as he can command may also be exerted against any 
ee This is an important reason why vertical integration in this particular case needs to be 
avoided. 


Objections by NSD Producers 


6:09 While one major producer of NSD, TOMCO, did not raise any objection to the present 
proposal, the other major producer, Swastik, pointed out that if the proposal is approved, Hindustan 
Lever will be able to obtain from its captive plant the supply of STPP and oleum which constitute 
30 per cent and 16 per cent of the weight and 37-5 per cent and 2-5 per cent of the value of NSD 
respectively. Such a position “will further enhance their dominance on the synthetic detergent 
industry in the country and will affect adversely the operations of other synthetic detergent manu- 
facturers like us”. Their suggestion was that “‘a captive consumer” should not have a licence for 
manufacture of its own major raw materials. 


6:10 On behalf of the small scale producers of NSD, the Federation of Associations of Small. 
Scale Industries of India have raised a similar objection pointing that permitting such a captive source 
of important raw materials would give Hindustan Lever “ a tremendous cost advantage over small 
scale detergent manufacturers”. An important point made by it was that, with increasing difficulties 
of availability of oils and fats, a number of small soap manufacturers are being compelled to switch 
over to the production of NSD. “They have to stand in competition against well established brands 
of big manufacturers and if at this stage, the biggest among them, i.e. Hindustan Lever gets 45 per 
cent raw material at cost price, this will not only increase Hindustan Lever’s competitive strength 
vis-a-vis other big detergent manufacturers, but more than that threaten the entry, survival and growth 
of small scale detergent manufacturers”. It was pointed out that a small scale NSD producer already 
faces the handicap that,as his purchases of raw materials are in small quantities, he gets them at prices 





*It has sometimes been said that if phosphatic fertilisers are going to be increasingly used, why should be object 
to the use of STPP in NSD? The point is that washing powders will immediately and rapidly enter stagnant 
waters and create “eutrophication’’, phosphates in fertilisers will, properly applied, not enter water streams directly 
and fully, Moreover, surely the importance of fertilisers for agriculture and that of STPP for washing clothes 
cannot be claimed to be of equally high priority from the social point of view. Risks may be taken in the interest 
of society in the former case which may not be justified in the latter, 
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higher than those paid by bulk consumers like large NSD manufacturers. The advantage of the 

ree producer would be heightened if he is also permitted to have a captive source of a major part 
of the raw materiafs. The smatt producers are also handicapped vis-a-vis the large ones like Hindustan 
Lever because they cannot match the publicity and advertisement campaign of these companies, 
mtaking their position more difficult. It was represented that approval of the present proposal would 
defeat the Government’s policy of encouraging the growth of technician-entrepreneurs through 
the development of small scale industries. This plea was reiterated by a number of small scale 
NSD producers who wrote to the Commission, and re-emphasised by some representatives who 
attended the Public Hearing. When it was put to them at the Public Hearing whether larger supply 
of STPP would not improve their position in the market, it was stated on their behalf that this would 


- so but not if the supply is going to be increased by the entry of a large NSD producer like Hindustan 
ever. 


6:11 The other source from which this objection was raised was the existing and prospective 
producers of STPP and related products. Albright Morarji & Pandit have pointed out that the 
present position is that no-other manufacturer of NSD is producing, or has so far been licensed to 


produce, STPP. If Hindustan Lever’s application is approved, it will have a stronger grip on the 
NSD market in two ways : 


(i) by having a captive undertaking for producing STPP and Oleum which are essential 
ingredients for NSD; and 


(ii) by being alka Se wiles? to demand, in due course, a licence to expand their NSD 


capacity from 46 tonnes (at present) to 1,00,000 as soon as captive undertaking is 
set up.” 


AMP have not explained whether and how the second effect is unavoidable. This would be 
so only if NSD capacity does fiot come up as expected, and Hindustan Lever can show that they 
cannot market the STPP that they would produce. In such a scase, the Government may consider 
a demand by Hindustan Lever fer enhancing their NSD capacity as reasonable. It has already been 
pointed out earlier that the approval of the present proposal can itself have the effect of discouraging 


ay NSD units from coming up because of their fear of the enhanced competitive strength of Hindustan 
ver. 


6-12 The DCM, a prospective producer of STPP, has also pointed out that “permitting this 
Company the raw materials required for this (synthetic detergent) would only perpetuate their control 
and dominance in a very vital consumer product area.” The DCM also pointed out that it was not 
in the NSD business but was only making washing soap; but it had applied for the manufacture of 
NSD. When the representative of DCM was questioned at the Public Hearing regarding this matter, 
he emphasised the importance of encouraging their proposed project for the production of STPP 
because it was based on fully Indian kmow-how and because it was by a 100 % Indian company, and 
did not lay stress on the question of vertical integration. 


6-13 Travancore Titanium, a public sector undertaking and another intending producer 
of STPP, objected to the approval of the Hindustan Lever’s proposal mainty on the ground that it 
may face difficulty in marketing its production of STPP if the application of Hindustan Lever, a major 
consumer of STPP, is granted. 


6-14 These objections are of mueh substance. As we have already indicated earlier genuine 
fear can be entertained by prospective producers of STPP that Hindustan Lever’s entry into the 
field might create unfavourable market conditions for them. It may also affect the STPP market 
adversely by discouraging the entry of new NSD units in the industry. The development of a verti- 
cally integrated unit for the production of STPP needs therefore to be avoided. 


Possible Safeguards 


6:15 It was suggested at the Public Hearing, and agreed to by the applicant Company, that 
reasonable safeguards may be introduced to protect the other NSD producers and specially the small 
ones, from the possible adverse effects that may arise because of Hindustan Lever’s setting up a 
captive source for STPP and Oleum. It was suggested, for example, that in order to ensure that a 
certain quantity of STPP is always available to the small scale producer of NSD, a condition may be 
imposed that a certain proportion of Hindustan Lever’s proposed output of STPP should be ear- 
marked for smait scale NSD units and distributed according to Government directives. Such a 
condition, while it may operate usefully for short periods of acute scarcity, will not be of practical 
use as a long term measure. If the Government insists upon a certain proportion of the proposed 
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production of STPP being reserved for distribution to small scale units, it will also have to guarantee 
the off-take of the prescribed quantity. In conditions of scaracity, there would be no difficulty about 
carrying out this undertaking. On the other hand, if there is even a short period of glut, the Govern- 
ment may find it difficult to ensure that the prescribed proportion of output is actually taken up by 
small scale NSD units. The STPP producer would then be within his rights to insist that there 
cannot be such a one-sided condition, viz., that he must reserve a certain: proportion of output for 
distribution among small producers, but that no one is responsible to ensure that the prescribed quantity 
is actually sold. As mentioned earlier the condition of glut is much more likely to lead to Hindustan 
Lever being permitted to enhance its own NSD capacity so as to avoid wasting the STPP capacity 
which it would create under this proposal. If there is a general shortage of STPP, on the other 
hand, the condition regarding a certain proportion being reserved for smali scale producers will 
have to be imposed not only on Hindustan Lever but also on all producers of STPP. This would 
therefore be no special obligation on Hindustan Lever. 


6:16 As regards the price advantage that Hindustan Lever is likely to get by having a captive 
source fer two important raw materials constituting 46% in terms of weight and 40% in terms of 
value of NSD, it has sometimes been suggested that care can be taken to ensure that Hindustan Lever 
charges itself a price for STPP and oleum equal to what it charges its outside customers, the other 
manufacturers of NSD. Hindustan Lever indicated at the Public Hearing that it would have no 
objection to such a condit'on. It should not be over-looked in this context that there are many 
difficulties in the way of ensuring that the actual cost from captive-use of these materials to Hindustan 
Lever would be the same as the cost that would have to be incurred by its competitors. . In any in- 
tegrated and complex undertaking, the allocation of costs common to-various units always poses 
problems and it is not easy to ensure that the costs of certain services and personnel common to 
Hindustan Lever as a whole are not disproportionately assigned to the STPP Project. However, 
if the price to be charged to other customers and the internal price to be used for captive consumpticn 
are to be determined by an outside agency like the Bureau of Costs, it would be difficult not to impose 
a similar cost check and price control on other producers of STPP. Whether it is desirable that 
STPP should be brought unger general price control of this kind is a debatable question. In any 
case, there is no reason why such out-of-the-way measures should be thought of when the straight- 
forward answer to all these objections is not to permit vertical integration in.such an industry. 


General Approach to Vertical Integration 


6:17 As some representatives of small scale producers pointed out at the Public Hearing, 
the country has had some experience regarding permitting large producers .to. undertake captive pro- 
duction of certain items not only to satisfy their own demand but also to make the supplies of these 
items available to their small scale competitors. The experience in such cases has beer usually adverse 
from the point of small scale units. The quality, regularity and pricing of supplies inevitably tends 
to be manipulated to the disadvantage of the smaller competitors. This is very natural in conditions 
of a competitive market, and to expect that a large producer would be ready to operate with fairness 
to enhance the competitive capacity of his own rivals is to expect a very. uneconomic attitude and 
behaviour on his part. Imposition of such conc itions and reliance on such an expectation of un- 
natural behaviour should therefore be avoided if it is possible to do so.” In this particular case, it 
does not appear as if the entry of Hindustan Lever in this line of production is one which cannot be 
avoided. It would therefore be far better not to approve the proposal rather than approve it and 
then try to avoid its mal-effects by imposing conditions impossible or difficult to enforce. 


6:18 It may be said that in many instances where a major raw materials is used by several 
competing manufacturers the Government has usually refrained from permitting one of the pro- 
ducers from undertaking the production of the raw material so as to avoid creating a handicap for 
the other producers in that line. It may be observed that the manufacture of DMT has not been 
permitted to any manufacturers of polyster fibre; similarly manufacture of caprolactum has. not 
been permitted to any of the nylon manufacturers. Even regarding DDB, one of the important 
constituents of NSD, the Government decided not to permit even a consortium of NSD manufacturers 
to go ahead with their proposed project for the production of DDB; the Government has decided to 
set up a plant for producing DDB in the public sector. This will make for equal availability of this 
raw material to allthe NSD manufacturers. It is apparent that this is an important aspect of industrial 
licensing policy which should not be lost sight of when examining the present proposal. 


6:19 The question whether the Government had considéred the vertical integration aspect 
of this proposal and whether it had been decided that there would be no objection to a manufacturer 
of NSD producing one of the essential raw materials was posed by the Commission to the Govern- 
ment. It was specifically pointed out there that, in the past, no licence for STPP had been issued 
to any manufacturer of NSD. The answer given by the Government was that the question whether 
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a manufacturer of NSD should be licensed for the manufacture of STPP—whether there was a policy 
of this kind in the past—was not clear, and the Government was still checking up the matter. In 
the case of Hindustan Lever, the Ministry of Industrial Development had recommended the appli- 
cation for the production of STPP etc. “‘as they (Hindustan Lever) had offcred to dilute the foreign 
equity in their company in case they were allowed to manufacture STPP for captive consumption for 
the manufacture of synthetic detergents.”* It is, therefore, to be noted that the Government has 
still to apply its mind to the problem whether vertical integration in this industry would be desirable 
or not. The only ground on which certain departments in Government have supported the present 
proposal appears to be that Hindustan Lever has agreed to dilute its foreign equity in the process 
of finding finance for the present proposal. , 


A Possible ‘Way Out 


6°20 Perhaps, if the proposed project is undertaken not by Hindustan Lever but by a new 
company, which is set up in association with Hindustan Lever and with its participation in equity 
capital, there may be less objection to such a proposal on the ground of vertical integration. If 
Hindustan Lever’s equity participation in such a company is limited to a small proportion not exceeding 
1/4th, there would be little possibility of any special favours being conferred on Hindustan Lever as 
aconsumer of STPP. Enforcing the condition that the same price should be charged would become 
easier and the possibility that certain other indirect advantages may be obtained by Hindustan Lever 
would be minimised. This approach would also enable Hindustan Lever to make the only contri- 
bution it can possibly make to setting up of the new undertaking, namely, provide the initial support 
and contribute to building up a good management from the initial stages of the project. It is not 
certain whether the applicant Company will agree to such an approach. This can however be an 
alternative to be explored if it is decided that, while it would be undesirable to permit the proposal 
in the present form, a project of the type envisaged and located at Haldia should come up in the 
interest of the NSD industry and to help the economic development of Midnapore District and the 
State of West Bengal. 


Core Sector 


6:21 When the question was put to Hindustan Lever at the Public Hearing that what was 
being proposed was a kind of vertical integration which had not been attempted by their parent 
company at all, the answer was that this was being done in accordance with the recent Government 
policy. It was stated that Government itself wanted Larger Houses and Foreign Companies to help 
the expansion of industries in the core sector. Basic chemicals like Phosphates being in the core 
sector, it was considered appropriate that Hindustan Lever should attempt to develop that industry. 
We need not go into the general question here about what advantages the country would obtain by 
such companies entering new lines of production in the core sector. What needs to be pointed out 
is that entry into the core sector does not necessarily mean the production of industrial phosphates 
and especially STPP which involves vertical integration resulting in a possible disadvantage to other 
producers of NSD. NSD itself is now included in the core sector, and thus Hindustan Lever is al- 
ready operating in the core sector. It should also be noted that Hindustan Lever’s earlier idea was 
to enter the core sector by setting up a fertiliser unit jointly with the State Government of Punjab. 
This project was however abandoned essentially because it was found that it would not be profitable 
for the Company}. What the Company therefore is looking for is an additional opening in the 
core sector which would also be substantially profitable. There is nothing wrong with this; but it 
cannot be pleaded that this is being done just to follow the new policy of Government. 


A large New Avenue of Growth for HL 


6:22 At the Public Hearing, a further question was posed to the representatives of the 
Company. “Following the new approach of Government, if the Company wishes to enter the 
production of basic chemicals, would it think of gradually withdrawing from the production of con- 
sumer goods’, the Company was asked, “Or was it the idea that the Company would grow in the 
production of consumer goods. as well a: in the production of basic chemicals?” The answer was 
clear. The Company was thinking of growth and not of decline. It expected to make headway 
both in the field of basic chemicals and in the field of consumer goods in which it already had a good 
position. 


6:23 This is a fair enough answer; but its implications should be clearly realised. The setting 
up of a unit for the production of STPP and other phosphates can only be the beginning of further 


*D.O. No. 2(27)/72-LI (II) dt. 4-8-1972 from Shri C. Balasubramaniam, Joint Secretary, Ministry of Industrial 
Development, Government of India. i : ; 

Letter dated May 12, 1972, from Hindustan Lever to the Chairman, Punjab State Industrial Development Corpo- 
ration; Ghandigarh; furnished-to the Commission by applicant Company vide its letter dated July 14;.1973, ----- 
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development into the production of basic chemicals. Moreover, even if the capacity for producing 
STPP is put at 30,000 tonnes per annum in the present phase of the project, it cannot be confined to 
that figure for all times to come. Growth in size is the natural law of an industry. Industry either 
grows or decays. It cannot stand still. Permission to set up the proposed new unit will therefore 
only be the beginning of Hindustan Lever’s cntry into an entirely new line in the country’s economy— 
that of basic chemicals. It will do this without its parent company having any expertise in this line. 
Normally the entry of a foreign company or an Indian company with a large foreign equity is per- 
mitted in an industry because it is expected that the technical know-how with the foreign company 
would thus become available for the development of the Indian industry and the continuing—usually 
massive—R & D effort of the parent company will be of assistance to the Jadian company in main- 
taining its technology up-to-date. No such advantage will be available regarding the entry of 
Hindustan Lever in the basic chemicals field. A company which would continue to be foreign cant- 
rolled but whose foreign parent would have no technical contribution to make in the new linc would 
thus be permitted to develop in an entirely new area of production. This implication of the present 
proposal is of great importance in considering it. 


Dilution of Equity—a Basis for Approval? 


6:24 As mentioned earlier, the main reason why some agencies in Government appear to 
support the present proposal is that the applicant company has offered to dilute its foreign equity 
as a part of financing this development. It needs to be noted in this connection that it has nowhere 
been stated that dilution of foreign equity is by itself an important objective to be aimed at and that 
projects of companies are to be approved only or mainly for the reason that this would help dilution 
of their foreign equity. The Government approach in this matter is quite different. Jf a particular 
expansion proposal is desirable in terms of other policies of Government and to fulfil Plan objectives 
the method of financing has to be such as would help bring about dilution of foreign equity. The 
guidelines laid down by the Ministry of Finance are meant to be used in such an eventuality. To 
say that the project should be approved essentially because it is leading to dilution of foreign equity 
is to take a topsy-turvy view of this policy. 


Effect of HL’s Operations on Foreign Remittances 


6°25 In this connection, it should be noted that Hindustan Lever has been operating in India 
for a long time and, as a result, it has paid back to its principals, through remittances of dividends 
their original contribution many times over. Unilever’s actual cash contribution to the creation of 
assets in Hindustan Lever is limited to about Rs. 272 lakhs (see Table 13). On this, through capita- 
lisation of reserves, it has obtained bonus shares of the face value of Rs. 1,012 lakhs. The total 
dividend remitted abroad up to the year of 1972 (after deduction of tax at source) is Rs. 1,488 lakhs. 
One can thus see how profitable the investment has been. to Unilever. 


Dilution Not to Reduce Remittances 


6°26 Regarding the proposed dilution, an important point to be noted is that even if all the 
present proposals of Hindustan Lever for new projects are accepted by Government—and this would 
mean a very large increase in their dominance in the NSD industry and also entry into some new lines 
of industry—equity controlled by Unilever would only decline from the present 85 per cent to 68 
per cent. The implication of this is that control over Hindustan Lever would firmly rest in the 
hands of the foreign shareholder. As there is no proposal that the shares to be sold in India should. 
be offered in the first instance to public financial institutions etc., there would be no countervailing 
power which would in any sense challenge the position of Unilever as the dominant shareholder of 
Hindustan Lever. Thus the concentration of economic power in the hands of the foreign shareholder 
will not only not decline but actually increase with the growth in the capital assets of the Company 
as a result of the new projects, and this enhancement will take place without the foreign controlling 
agency making any financial and, in this project, technical contribution to the growth of the Company. 


TABLE 13 
Mode of allotment of Share Capital of Hindustan Lever Limited 
(Value in Rs. Lakhs) 
Indian Unilever Total 
Shareholders U.K. 
A. Position prior to October, 1956 
(i) Shares allotted forcash +  * + + © © «© 4 a 24:00  ~—- 2400 
(ii) Shares allotted for considerations other than cash : 
(a) for transfer of assets - ‘ , 7 : : . hs 
(b) for transfer of business including goodwill and trade marks - as 4-00 4-00 
TT TE aT TESTS Paar PASE Sgt VIG SSS GERESPWET Ai eer oreere* 
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TABLE. !3—Contd. 


(Value in Rs, Lakhs) 


lodian Unilever Total 
Shareholders U.K. 











(iii) Bonus Shares issued from time to time . ‘ . . . ane 329-00 329-00 





(iv) Total Share Capital - . . . . ° . . . he 557-00 557-00 
B. “Position after 27th October, 1956 . ae 
(i) Shares sold to Indians (at a premium of Rs. 650 per share of Rs.10)  - 55+ 70— 55°70 x 
~ (ii) Issue of Rights Shares (at a premium of Rs. 8/- per share) - ‘ 55-70 44°44 100° 14 
(iii) Bonus. Shares issued from time to time (after 1956) . . : 104: 44 682+ 96 787° 40 
(iv) Total Share capital as at end of 1972 + . : eo . 215-84 1228-70 1444-54 
C. Premium paid on shares - . : . a 138 . 
(i) Initial issue to Indians in 1956 - 7 : : . * 36* 20-— 36:20 i 
(ii) Rights issue in 1965 - ‘ . . . . . : . 44°56 35+ 56 80:12 
D. Total payments (cash or kind) for shares 
(i) Shares issued for cash : : . 7 7 : : » *  $1}°40 68° 44 179-84 
(ii) Shares issued for other considerations ; . . . : ns 204: 00 204-00 
(iii) Premium paid on shares - : . ‘ 2 . . : 80: 76(—) 0: 64 80°12 
Total of (D) ‘ . ‘ - b . ‘ 192-16 271°80 463+96 
E. Bonus Shares upto end of 1972 + G ‘ E : ’ . : 104: 44 1011-96 1116: 40 





Source : Information derived from replies given by the applicant Company. 


6°27 It is not necessary for the present purpose generally to exaniine what exactly would be 
achieved by bringing about the dilution of foreign equity along the lines.envisaged in the guidelines 
laid down by the Central Government in this respect. What needs to be clearly pointed out, however, 
as far as the present proposal is concerned, is that ifthe guidelines are followed there would be merely 
a certain reduction in the proportion of foreign equity—from 85% to about 75%. Even under the 
proposal now agreed to by the applicant Company, the foreign-held equity will decline to 70%. 
This would not only bring about no reduction in the degree of control exercised by the foreign equity- 
holder over the concern but it will also not lead to any long-term saving in terms of foreign exchange 
payments. An analysis of the dividends remitted to Unilever in the last five years and the remittances 
that would be sent to Unilever in the next five years is given in Table 14. 


6°28 The data about total dividends are based on the projections furnished by the applicant 
Company. Alternative sets of figures have been worked out on the assumption that Unilever’s equity- 
holdings continue to be 85%, will be reduced to 75%, or to 70%. The data show that the total divi- 
dend is expected to increase substantially, from Rs. 231 lakhs in 1972 (actuals) to Rs. 403 lakhs in 
1978 (projected). The dividend after tax remitted to Unilever which was Rs. 146 lakhs in 1972 will 
increase to Rs. 152 lakhs in 1973, even if by that time the equity held by Unilever is reduced to 75% 
following the dilution as indicated in the Government guidelines. On this assumption, the remittance 
to Unilever will reach Rs. 226 lakhs by 1978. Even if Hindustan Lever’s equity is diluted somewhat 
more as has now been agreed to by the applicant Company and reduced to 70%, the remittance to 
Unilever will decline only to Rs. 142 lakhs in 1973 and 1974, and again go on increasing till it reaches 
Rs. 212 lakhs by 1978. It should be remembered in this connection that the benefits from the proposed 
new investment in the industrial phosphates plant will not begin to flow till 1978. They will commence 
only after that year when the proposed project goes into full scale production. The analysis of data 
supplied by the applicant Company regarding the likely generation of profit from the STPP project 
by 1979 indicates that, on an investment of Rs. ten crores, the profits before tax would amount to 
Rs. 172 lakhs, and profits after tax would be Rs. 69 lakhs on an assumption of a 60% tax rate. The 
share of Unilever, if their equity is reduced to 70%, would be Rs. 48 lakhs. The forcign remittance 
out of this would be Rs. 36 lakhs. This additional benefit would accrue to Unilever without their 
making any contribution by way of finance or tecknical know-how to the new project. One wonders 
therefore how exactly the dilution of equity through permitting expansion of the Company is sup- 
posed to be of benefit to the Indian economy. The only plausible ground to suggest that some benefit 
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will accrue to the Indian economy is to assume that, even if such dilution was not brought about, 
the company would have still been permitted to grow in size in the various lines now under considera- 
tion and that therefore, by limiting the foreign equity in the growing concern, the increace in remittances 
would be limited. No such assumption is warranted either in terms of national policy or in terms 
of the MRTP Act. 








TABLE 14 
Dividends to Unilever — past and projected 
(Rs. lakhs) 
Dividends to Unilever 
Total Present Position After dilution of foreign shareholdings 
Dividends oF Oke" 
Gross Dividends To 75% To 70% 
Dividends aftertax §£———___—__ 
(Gross) (Net) (Gross) (Net) (Gross) (Net) 
Actuals 
1968 ‘ ‘ . . . 162 138 104 
1969 . 2 . : : 185 157 119 
1970 : . . : 202 172 130 
1971 . : . . : 217 184 138 
1972 ‘ : ‘ a ‘ 231 196 146 
Projected 
1973 : . e+ 270 230 172 202 152 189 142 
1974 . : . : . 270 | 230 172 202 152 189 142 
1975 ‘ ‘ ’ . : 310 264 198 232. «174 217 163 
1976 iy ‘ : ool 382 325 244 286 214 267 200 
1977. >: . . . . 403 343 257 302 226 282 212 
1978 ‘ ‘ . ‘ ‘ 408 343 257 302 226 282 212 
1973 to 77 : . . : 1635 1392 1043 1224 918 1144 . 859 
1973 to 78 , ‘ ‘ : 2038 1735 1300 1526 1144 1426 =—.s«1071 





NotTE:— (i) Tax on dividends has been assumed at 25% of gross dividends. 


(ii) Projections of dividends have been furnished by the applicant Company. These projections taken into 
account besides STPP project other expansion Schemes of the Company. 


CHAPTER VII 


CONCLUSIONS AND RECOMMENDATIONS 
Lessons from Past History 


7-01 The brief historytof the development of the synthetic detergents industry and the industrial 
phosphates industry with reference to STPP which we have traced in the earlier chapters of this 
Dissenting Report, is meant to indicate how, as a result of the varying approach of Licensing autho- 
rities, small entrepreneurs and hundred per cent Indian cwned concerns have been handicapped as 
compared to large companies and foreign subsidiarics in these lines. It is not necessary for our 
purpose to go into the reasons behind this.* It was necessasy, however, to provide this information 
to point to the danger—as clearly indicated by this past history—of the tendency to ignore the genuine 
interests of the smaller entrepreneurs and the Indian concerns by going out of the way to find ways 
of assisting larger companies and foreign subsidiaries. This warning is surely relevant in the con- 
sideration of this particular proposal. It is also of :elevance in the overall context of the objectives 
in the pursuit of which the MRTP Act has been passed. 


Demand and Supply 


7-02 Our analysis of demand and supply leads us to conclude that there can be significant 
doubts regarding whether the country would need a capacity to produce 355,000 tonnes of NSD 
by 1978-79 and, even more, whether such capacity would actually be created by that time. As the 
demand for STPP is a derived demand, it is very doubtful whether it would at all be necessary to 
ensure that capacity for the production of 1,06,500 tonnes of STPP needs to be created. by that year. 
It is further observed that, on present indications, it appears probable that a capacity of 1,00,000 
tonnes per annum of STPP will be sct up by 1978-79 by the public sector undertakings which have 
firmly indicated their intention to enter into this line and. two private concerns which appear to be 
considerably advanced in their work relating to their STPP projects, viz. Ballarpur Paper and DCM. 
This is in addition to the capacity for producing 25,000 tonnes per annum of Albright Morarjee which 
would be in existence by early 1974. If further expansion of Albright Morarji can be permitted, this 
will add an additional 25,000 tonnes to the potential capacity that can be created by 1978-79. If 
albright Morarji genuinely show readiness to reduce foreign equity from the present 46 per cent 
as they indicated at the public hearing of this case, their proposal would be less objectionable than 
the present one, mainly because no further payments for foreign know-how would be involved and. 
subsiantial economies of scale would be available as a result of such expansion. The possible misuse 
of their dominant position by Albright Morarji can be taken care of under the MRTP Act, and this 
would be much easier as this concern is not involved in the production of NSD directly or indirectly. 
It also appears possible to activise the licenced capacity of Star Chemicals if the difficulty about its 
sulphuric acid plant can be sorted out. Further, there are two other applicants—both belonging 
to larger houses but fully Indian owned—whose proposals are under consideration for production 
of STPP. It can therefore be said without any hesitation that there is no necessity to approve the 
present proposal of Hindustan Lever for the purpose of satisfying the requirements of STPP that 
would arise in the country by 1978-79. 


7:03 In this context the dynamics of the demand and supply situation cannot be ignored. 
If the present proposal of Hindustan Lever is approved, that itself can have peculiar effects on the 
demand and supply situation regarding both NSD and STPP. Because of the apprehension that 
many small NSD prcducers—present and potential—entertain regarding the accretion to what they 
definitely think to be Hindustan Lever’s competitive strength as a result of its being permitted to set 
up the production of STPP and oleum from a captive source, such permission may itself adversely 
affect the setting up of NSD capacity by smaller units. If the Government in such a case wants to 
ensure that NSD capacity is created to the required extent, a further addition to the NSD capacity 
of Hindustan Lever may become necessary, which would worsen the situation as far as the smaller 
and Indian NSD producers are concerned. Another aspect of the situation is that, if the capacity 
for NSD does not increase to the extent envisaged, Hindustan Lever would have good grounds t 
ask for more NSD capacity to ensure fuller utilisation of its STPP plant. 





*cf. “Short term balance of payment considerations were allowed in many cases to outweigh the long-term impact 
on import substitution and self-reliance. Foreign or foreign associated concerns were permitted to cstablish capa- 
cities in industries where and when they had no special contribution to make, to the disadvantage of indigenous 
manovfacture and technical know-how”." This was one of the conclusions of the Industrial Licensing Inquiry (Dutt) 
Committee 1969. See main Report p. 184. © “s7 
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7:04 Another dynamic aspect of the present proposal would be that some of the intending 
STPP producers—hundred per cent Indian conceras——may become apprehensive that their potential 
market for STPP would be adversely affected as a result of a major consumer of STPP developing 
a captive source for that item. Some of them would therefore decide against entering the field, 
or go slow in implementing their projects. Thus the balance of demand and supply regarding NSD 
and STPP cannot be considered as remaining unaffected by the decision regarding the present-proposal. 
The approval or otherwise of this proposal is itself likely to have a significant impact on the balance. 


Section 28 of the MRTP Act 


7-05 In view of what has been stated above, it should be clear that the guideline indicated 
by Section 28(a), viz. “to achieve the production, supply and distribution, by most efficient and 
econorhical means, of goods of suct types and qualities, in such volume and at such prices as will 
best meet the requirements of the defence of India, and home and overseas markets’, cannot be 
considered as supporting the present proposal. What is likely to happen is that while Hindustan 
Lever’s own production of both NSD and STPP may increase, production of these from other sources 
may not increase as expected. This will be due to the fact that new enterprises intending to enter 
the production of NSD will be discouraged from dditig so. 


7:06 Hindustan Lever’s entry into the production of STPP may also provide a setback to 
the efforts of certain public undertakings to ertter this line of production. Approval of this proposal 
would thus directly go against the Suideling indi¢ated im section 28(€) viz., ‘to encourage new enter- 
prises as a countervailing force to the concentration of economic power to the commton detriment”, 
To reiterate, by promoting a world predominant’producer of NSD-to create a captive source for a 
substantia) patt of the required raw materials (46 per cent.in terms of weight and 40 per cent in terms 
of value), the position of all genuinely Indian producers of NSD, and especially of the many few 
licensees who have been granted capacities only of 10,000 tonnes each per annum, will be greatly 
jeopardised. It would also make it difficult for public undertakings like Travencore Titanium and 
Hindustan Copper to develop the production of STPP, a development which would effectively act 
as a countervailing force to the concentration of economic power in private hands. : 


7-07 Our discussion of the vertical integration aspect of the present proposal suggests that 
such backward vertical integration between production of NSD and production of STPP will not 
lead to any economies in production while, at the same time, it may create handicaps in the way of 
other producers of NSD and worsen their competitive position. This will thus discourage the smaller 


and newer enterprises arid go against the guideline indicated by Section 28(e). 


7:08 Delhi Cloth Mills has claimed that it has developed a genuinely Indian process for the 
production of STPP. The Fertiliser Corporation of India has indicated that it is also on the way 
to developing such a process.* The representative of Travancore Titanium said at the public 
hearing that they propose to develop production of STPP on the basis of Indian technical know-how. 
Any act which would discourage the development of STPP by DCM or Travancore Titanium or to 
slow it down will certainly go against another guideline indicated in Section 28(d), viz., “to ‘effect 
technical and technological improvements in trade...... ”, if this is taken to imply that development 
of Indian technical know-how is specially to be encouraged. It is true that Hindustan Lever has 
agreed to use Indian technical know-how if it is satisfied that it is technologically the best available, 


and if the terms are satisfactory. From all accounts, however, Hindustan Lever is expecting to obtain 
technical know-how from abroad. 


7:09 The only point in favour of the present proposal would be in terms of clause (g) of 
Sec. 28, viz., “to reduce disparities in cevelopment between different regions and more especially in 
relation to areas which have remained markedly backward’. It should be noted ir this confection, 
firstly, that the State of West Bengal cannot be considered to be a region “which has remained markedly 
backward”. Though tle district of Midnapur is marked as a backward district, Haldia itself is a 
well developed port town. If approval of the present proposal adversely affects the development 
of the proposed STPP Plants of Travancore Titanium or Hindustan Copper, development of industry 
in far more backward regions—the States of Kerala and Rajasthan—would be adversely affected. 
Moreover, as our attalysis shows, the net effect of the proposed plant on the creation of employment 
is likely to be quite small. The claim made that employment will largely increase as a result of setting 
up of NSD plants in West Bengal based on STPP production at Haldia hag been shown to be unfo- 


*Letter No, DPJ, 4407 dt, Jul. 13, 16, 1973 from the Fertiliser Corporation of India. 
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unded. The setting up of NSD plants in West Bengal is not a proposal necessarily dependant 
upon the setting up of a STPP plant at Haldia or anywhere else in West Bengal. It cannot therefore 
be said that the proposal can be supported specifically on this ground. 


The Purpose of the Act 


7. 10. The Monopolies and Restrictive Trade Practices Act has been enacted to ensure that 
“the opetation of the economic system does not result in concentration of economic power to the 
common detriment”, and “for the control of monopolies....”. Hindustan Lever represents not 
only concentration of economic power, but such concentration is under foreign domination. Can 
it be anybody’s contention that such concentration is net “to the common detriment” of India? 
Even taking into account the dilution of foreign equicy from 85 per cent to 70 pei cent as agreed 
to by the applicant Company, can it be said that the concentration cf economic power to the common 
detriment is in any sense significantly offset by this dilution? Does not control over the Company 
continue to remain firmly in foreign hands, and is it not truc that the control would be over a larger 
quantity of capital assets, and even foreign remittances would not decline but continue to increase? 
Can it also be foregotten that Hindustan Lever is in a predominant and monopolistic position in the 
production of NSD, It holcs this position against genuinely Indian producers, and many of the 
intending small prcducers of NSD are apprehensive about how they would be able to fae in com- 
petition with Hindustan Lever. They are genuinely afraid that approval of the pre.ent proposal 
would add substantially to the competitive strength of Hindustan Lever and would be to their serious 
disadvantage. Our analysis of the problem indicates that these fears have much substarce in them. 
By approving this proposal, shall we not favour the growth of monopolies rather than bring the existing 
monopolies under effective control? In effeet, in case this proposal is approved, is it not obvious 
that the purpose of che MRTP Act and the objectives with which it was enacted will not te furthered ? 


7-11 Taking all these considerations into account, my recommendation is that the present 
proposal should not be approved. 


A Modified Proposal? 


7.12 Even if the Government comes to the conclusion that, in order to satisfy the expected 
demand for STPP and in order to encourage the economic development of the district of Midnapure 
and the State of West Bengal, the location of a project for the production of STPP and other related 
materials at Haldia of the proposaed size is unavoidable, it is necessary that care should be taken 
to eliminate the two principal objections to the present proposal, viz., that it creates a vertically 
integrated captive plant for supplying a major part of the raw materials to an already predominant 
NSD producer; and that this addition to concentration of economic. power and monopoly power 
will be to the advantage cf a compary which will coniinue to be one with a large majority of equity 
capital owned by a foreign shareholcer. Both these serious objections to the present proposal can’ be 
eliminated if the propesal is implemented through a new company which may be set up in association 
with Hindustan Lever. Hindustan Lever may be permitted to contribute not more than 25% of 
the equity capital of the proposed company, at least 26% being contributed by the State Government 
of West Bengal and public financial institutions. The remaining capital should be conttibuted by 
the general public. This would enable the new company to obtain in its initial stages Hindustan 
Lever’s assistance in building up a competent management which is the only substantive contribution 
that Hindustan Lever can make to the present project with Hindustan Lever holding only a minority 
shave which will be counterbalanced by the shareholdings of public financial institutions and the State 
Government, there would be less likelihood of Hindustan Lever as a consumer of STPP obtaining 
special favours at the hands of the new company. 


ra 


7:13 Rs. five crores out of the required investment of Rs. ten crores for the new project may 
be obtained by the issue of equity capital. Rs. 1-25 crores, which would be contributed by Hindustan 
Lever as equity for the new company, may be raised by it through the issue of new equity tothe Indian 
public. Thus some dilution in Hindustan Lever’s equity would be brought about and, at the same 
time, in the new company Hindustan Lever would remain only a minority shareholaer. While such 
a proposal can neec the objections that have been raised to the proposal, specially from the small 
scale producers of NSD, one dos not know whether Hindustan Lever would agree to it. It is clear 
in my view that, except on such a changed basis, it would be inadvisable to permit the proposal. 


7.14 To summarise, my recommendations are— 


(i) The proposal in its present form should not be approved. 
53—10 M of LJ & CA/ND/79 
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(ii) The possibility of a Chemical Unit of the proposed size and product-mix being set up 
at Haldia through a new company may be explored. In the equity of the new company, 
Hindustan Lever may contribute not more than 25% and the State Government of 
West Bengal and public financial instiutions not less than 26%; and the rest may be 
kept open for public subscription. 


(Sd.) 


(H.K. PARANJAPE) 
New DELHI 


Dated 20th September, 1973. 


407 








“sayeydins joyooye pur syuassajep suoNeD 
‘s]UsBJ9}5p I1UO-UONY amNjouynueur oO} Aued : 
-WOZ 34} 0} UOIssIWJed poyueId yUSWUIAAOD 0961 (W) 


‘Aequiog 
12 66] ‘Jaquiesag, UI payseys woronpolg (99d) 6S6T MD 


“SULID} UONLIOGE|IOD UsIaI0} popieiop 
ysiamy jou pynod Auedwoy 9y}3 asnedeq 
Uonsessns sjUSWUIIAOD UO UMEIPaNIA 
Uoy} pue poy ‘30 ajeydsoyd Ajog ‘ Joy 
“OOTY ABZ “OPO uEZUIg ATV OAT] seu 
“O}8UT API SIseq pue odd} DIUOI-UOT JO GSN 


SINjoLJNuLUT 0} UOIsURdxS Joy suonRoddy (41N¢) 6S6T cD 
“payed 
Sem ‘e'd SuO} OO9'E JO AyoRdeD Joy soUsCT] (Te) 6561 (O 
“Ced 
suo} 009‘€ Alloeded) gc6I-I-LI uo spear 
Sem 30U80] [eIISNpUl Ue JO} UOHEONddy (uel) sc6r 1) 
“uorzeoydde s,Aueduiod om ZULIOPISUODAI IO} 
suO}Ipuod ureyI0 posodoid jusWTUIOAOD (3ny) S61 (Hy) 
“Cred sauuoy Qoo‘¢ AND 
-edeD) SN Jo Jempoejnuew AjUO 94) Sem 
Auddwog oy} 1661 UT “GSN JeuIsnpul pur 
pjoyssnoy jo uoKonpoid payeys AUedut07; (Aimy) Ls6t (D) 
*LS6I-L-97/SZ 
uo uoneoydde yj poyofar jusuTUIDAON) (AINE) LS61 (D 
O peyiwqns A jell a | 
uO poynugns sem Aequiog ye jUe|d G 
JOJ 2030] JeLsnpur ue oj uonoyddy (924) LS61 (@) 


“poaoadde sem (‘ed sauuo} 009£) 
ASN jo ampoeynuew oy) JOY your 











-dinby 2 jue[g Jo wodurr 320} jesodoig 9S6T (a) 
“SILT OS -S “SY JO aunjIpuadxs 

aguryoxa usi9r0J pouonoues JUSWUIOAOD - soot Q) 

“ES6T-7-b , 

ao yesodoid 943 poroidde yuowuIsAOD csé6l (a) 
*7S6I-ZI-vzZ UO poyuiqns 

St“ CSN Jo sinyousjnueu 34) 103 jesodoig cS61 (v) 

ae Ee a ae a en ee Ens hn ne ene re ee ee ete ES A ee 

¥ _  € z I 
STHAL HO yusems AueduoyD sq SiO Be, JOAdT UBISNpUIy ea 








ssazonpoud sofput ayy Mg sjuassajag Advog-uoy fo ainjovfnupu ay sof suoynoyddp Suimoys j4vyo aaypspduoy 
J FaOXaNNY 


408 


“L96I-ZE-OE 
“LOGI-ZI-OE UO. payuBIs se uo poyuels sem Aequiog. je “ed souto} 
-e'd Souu0) OO8‘TT 0} 000'¢ Woy UoIsuedxy OOT‘L 0} “ed souu0) Q0O'E Worl UOIsuUedxy 


“LOGI-OI-6 UO 
powofer sam e}yNDVeD pur svipePL ‘peg 
-BIZEYDH Je sWUN Mau seI4} Joy suoTRIddy 
“eyNojeD 78 sauu0}z 


000‘ET 93 000'3 Woy AloRdes Jo uoIsuedxo 

10} LOGI-L-8IT UO ope sem uoTeoyddy (1) 
‘Aequiog je “ed souuo} 

OOT‘L 02 009°E Woxy ANaedes «jo uoIsuedxe 
JO} L961-L-8[ UO epeul-sem uoneoiddy () 


*L961-b-9 UO “ed souUO} 
OOO'LI 01 009‘E Wo Aequiog ye Ayloedeo 
jo uolsuedxo Joy opew sem uoneoddy 


“99-8-0] UO sper oom Yoea “e'd SoUUO) QOS *P 
Ayoedeo & YA ByNdjey pue seIpEW “peq 
-BIzByy ye SHUN Mou 30; suoIeodde sey L 


“996I-L-LZ UO OPeuT SEM 00G'ZT "9961-£-8g, U0 pequizeyH 

oxdn Ayroedes jo uolsuedxe J0j uoneoyddy ye yun Mou ze JOJ opeuh sem TOneoyddy 
‘ed souuo} O00‘FT 
jo Ayoeded & YIM peqeizeyy ye Wun Mou 
@ JO} 9061-b-67 UO oper sem uoTeoyddy 


*payoalar sem "ed = U0} 0090's jo AyHideo e& "P9-T[-61 UO Pequizeysy 3e Wun Mou 
qm ByUde B WUN MO B 410} uonroddy 8 Jo} uoHeoyddy ey) payselar JUsWIUISAODH 


“y961-b-6¢ UO Speul 
sem ‘ed sauuo} 9go'g jo Ajoedeo & WIM 
pequizeyH ye wun Mou B Jo} uoneolddy 


"p96I-£-9 UO “ed 
souuo} 909‘¢ Jo Ajloedeo & Joy BIINOeD 3 
yun Mou 8 IO} spew SPAA voneaddy 
“p96I-T-PI UO pazyuLIs sem BYNIeD 32 
ed souuo} 900.8 JO Anoedeo e Joy a0ua01} 


“E9GI-€-G UO PazIUgns sem BIINIeD ye ‘ed 
sauuo} QO0'S Jo Ajioedeo & Joy uONnRoyddy 


“Q96I-ZI-L UO poyuRIs sem 
“ed sudo} QQ9%¢ Jo Ajoedeo & J0J aousor] 


“0961-Z-ST UO 
payiuigns sem e-d souuo} 900°9¢ Jo Aoedeo 
B JOJ sousol] [eLIsNpur ue Joy uONvoyddy 





(93) L961 (Z) 
(0) L961 (A) 
(Alar) L961 (x) 
CIdy) L961 (M) 
(3ny) 9961 (A) 
(A10¢) 9961 (n) 
Cady 9961 (DL) 
(99d) 7961 (Ss) 
Cady) 7961 QD 
(zeW) p96I = (OD) 
(99D) 7961 (©) 
(7eW) £961 i@@ 
(99d) 0961 (0) 
(994) 0961 (N) 
I 








“IL6I-E-ST UO poyuRss sem Aequiog 
JB SAUL} OOO'OT 01 OSB TT Wor LO;sUEdKY 


“696F-1T-T 
uo =payjofar «= SIM «OBIPUT «ss yINOS = puke 
qUON Ur sjluN MoU OM} JO] suOnEOddy 


‘apeul aam AJOANedSar 
eIpuy yIneg pure YWON ur yore “ed souuo} 
OOO'TI JO Ajioedes.e Joy suoinvoydde om] 


°896T-8-01 uo speul 
sem AeQuiog je ‘ed souuo} ZIT‘OZ 0} O88‘TT 
wou Ayoedes jo uowuedxs Joy uoneajddy 


“TLOI-8-£E 
uo poysafor sem “ed SOUUIO} QN0*SZ 93 00O‘OT 
wo Aequiog ye uolsurdxe Joy uoHeoyddy 


‘ZL6T “Yoel Ul speul IO “ed 
SaUU0} OOO'ST JO Ayioeded & JO} qn] pue 
peqeizeyy 32 s}1un Mou Io} suoHnEaydde omT 


“TL6I-c-S UO 
apeut sem Aequiog je ‘ed souuo} QoO'sT 
0} 0000] Woy uoisuedxe Joy uonLoddy 


"6961-6-[ UO peyoofar 
SIO 8961 JOQUISAON] Ul Spel SeIPeP] PUE 
peqeizeyy 3e sun Mod Jo} suoneoyddy 


*696T-E-1T 
uo poyofer sem 9961) A[Nf Ul epeu peg 
-BIZeEYH ye YUN Mou ze 40} UOHPoddy oy L 


*696I-]-1Z UO pouoNoUTs sem ‘ed 
000‘OT 07 0O9E Wory Aequiog 1e uoIsuRdxy 


“AeQuog 

ye QOO'OZ 0} O09.E Wor UOIsURdxY (ID 
“seIpey ye sauuo}) QOO‘OT = (1) 

“peqvizeyy je souuo} goO‘OT =D 


—: B96T-II-L7 
uO apeus a19M SUOT}ZOdde 3914} SUIMOTOT 


‘TLEL-L-CL 
uo opeul sem Jeg UT “ed souUOT QOO‘FT Jo 
Ayoedes & WM Jun MoU B JOJ UOHRoddy 


“6961-71-17 
uo pouonoues sei “ed souuo} 000‘OT 
0} OO‘, Wor Aequog 32 uolsuedxy (1) 
“696E-T-1Z 
UO pauoHoUuRs sBAd “ed Souu0} OOOET 
0} QOOS Woy eynseD ye uorsuedxg (1) 


"8961-11-11 U0 payofor 
sem peqeizey ye yun ®& JO} uoyeoyddy 


(‘3ny) ZL61 


(AINE) ZL6T 


(reW) 7261 


(ze) TL61 


(994) IL61 


CAON) 6961 


(1d9§) 6961 


(1eW) 6967 


Curr) 6961 


8961 


CAON) 8961 


(ny) 8961 


(Tv) 


Orv) 


(tv) 


(vy) 


(HV) 


(Ov) 


(av) 


(av) 


(av) 


(Ov) 


(av) 


(vv) 


410 


re 


“EL6I-L-0€ UO “ed sauuO} 000‘9Z 
02 QOO'ET Woy eynojeg 3e AyOedeo 
934i 9jGnop 0} pojueIs sem uOIssiUag (1) 


*EL6I-L-O€ UO “ed souuo} Q00‘0T 
81 QOO'OT woiy Aequiog ye AjoRd¥o 


SU} eqnop 0} poyuesd sem uoIssiuieg (1) (Ang) €261 (Ov) 
“ed souuo} 000'6E “ed sauuo} 00007 
0} 000°0Z Wor Aequiog je Ayoedes pued 0} OOOO] Wor Acquiog 32 AyOed¥o ofqnop 
-X2 0} €L6T-S-8 UO poyEIS sem UOISSIWIIgG 0} £/6]-S-g UO poyUeIS sem UOISSIULIOg (ABW) EL6I (dv) 
‘ed 


SdUU0} OOO'PT JO Ayoedeo B JO} JeyIg 

jo sovjd ul Yysopesg 3e}1- UT TUN Mou & 
40} EL6I-E-9 UO opeU sem UOHRolddy (11) 

“€L6T-€-Z UO opeur 

SBM NuUUer UI “ed saUUO} (OO'PT JO A110 


-edeo & YIM JUN Mou & Joy UONeIddy (1) (TeW) £61 (ov) 
‘ZL-TI-p UO apeut sem Aequiog 38 000°6E 0} 
o1 Ce wor uolsuedxe 30} uOHeOddy (AON) 761 (NW) 
‘TLOT-OT-97 UO oper sem APQUIOg 18 00007 
©} 000‘OT Wor; UOIsUedxs Joy Uoneoyddy (0) 2161 (wv) 
a nl heh 


So et 





ANNEXURE IT 


Demand Projections of NSD by Hindustan Lever 
I. Methodology: 


The applicant Company has prepared estimates of demand for NSD for the years 1973 to 1982, 
in the following stages. Firstly, the Company has estimated future demand for total washing products. 
The estimates of demand for total washing products are claimed to be based on a relationship worked 
out between per capita consumption of washing materials on the one hand and per capita gross nat- 
ional product (GNP) on the other in respect of countries with per capita GNP below £. 100. The infor- 
mation supplied is not sufficient for examining as to how this relationship—as established by Hindus- 
tan Lever—has been worked out. One does not, for instance, know how many years’ data are used 
to arrive at the Regression Equation: - 


“y =0-2660-+0:0262 X” 
where Y stands for per capita consumption of washing products (in Kgs.) and 
X stands for per capita GNP (in £3). 


The expected per capita consumption of washing products in India for the year 1971 has been 
estimated to be 1.26 Kg. on the basis of this equation. This was compared with the actual consumpt- 
ion of 1-58 Kg. as worked out by Hindustan Lever and it was observed that this was 25% above the 
expected value. The ‘washing habits’ of Indians are given as the reason for this. On the assumption 
of a5:5% annual rise in national income, estimates of consumption of washing products for the years 
1973 to 1982 have been arrived at with the help of the regression equation and the correction factor. 


After this, the share of NSD in the total washing products has been estimated. This is done 
presumably on the basis of past trends in India and also drawing on international experience—the expe- 
rience of a rapid changeover to NSD in U.S.A. and Japan in the 1940s and the 1950s is mentioned in 
support. An exponential curve seems to have been made use of to arrive at the proportion of NSD 
in the total consumption of washing products, but the basis for it has not been clearly stated. On 
this basis, it is assumed that the proportion of NSD in total washing products would rise from 7-1% 
in 1972 (actual) to 26% by 1979 and 42% by 1982. _ By applying these proportions to the estimated 
value of demand for total washing products, estimates of demand for NSD have been arrived at for 
o years 1973 to 1982. These have been taken as the ‘low estimates’ of demand for NSD by the 

ompany. 


The company has prepared ‘high estimates’ of demand for NSD by allowing for special steps 
for substituting soaps by NSD which may have to be undertaken in India in view of the shortage of 
oils. It has been assumed that soap production will remain stagnant at 800,000 tonnes, and the addit- 
ional requirements of washing products would all be met from NSD. The additional quantities arising 
from this factor have been added to the earlier projected figures of demand for NSD. 
This has been done without taking into account the superior washing qualities of NSD as compared 
to soap, quantity for quantity. It is usually understood that 1-6 tonnes of soap is equivalent to | 
tonne of NSD to obtain the same washing effect. 


If. Comments 


At the outset it should be noted that full details relating to the estimation of future demand of 
NSD have not been supplied by the company to the Commission. The Company initially supplied 
its demand estimates to the Commission (vide its letter dated April 21, 1973). “The Commission wrote 
to the Company asking for the detailed basis of the demand projections, first, on May 1, 1973, and again 
on July 18, 1973. The Company indicated that these details would be presented to the Members of 
the Commission who were to visit the Company’s factory at Bombay by the end of July, 1973. A few 
charts and tables were shown to the Members and were supplied to the Commission (vide Company’s 
letter dated August 14, 1973). Some additional information was given at the time of the Public 


411 


412 


Hearing. The detailed scrutiny of the estimates given by the Company was not possible due to inade- 
quate information available with the Commission. The comments offered below are therefore subject 
to this limitation. 


(i) In the Company’s exercise, the effect of possible changes in the pattern of income distri- 


bution have not been taken into account. 


(ii) It is not clear how far the experience of other countries is relevant for such an exercise 


in view of the differences in factors like geographical conditions, living habits, levels and 
distribution of incomes etc. all of which effect the demand. 


(iii) In support of the regression equation between per capita consumption of wahing material 


and per capita GNP, the Company has supplied two charts—the first showing a non-linear 
fit to 48 points, and the second showing a linear fit to nine points representing countries 
with per capita GNP below £100, and 39 points representing other countries, i.e., those 
with per capita income above £100. How many year’s data have been made use of in 
arriving at this relationship is not clear. One gets the impression that such a relationship 
at one point of time only has been made use of. Again, the names of all the countries 
whose experience has been taken into consideration have not been mentioned. 


(iv) Having arrived at a relationship, the estimate arrived for India for one year—1971—has 


been found to be much lower (75°) than the actual consumption. On this basis, the 
Company has assumed a correction factor of 25% to the estimates for future years prepared 
on the basis of its regression equation. Such a procedure cannot be accepted as scientific. 
The meaning and purpose of the whole regression analysis is lost when one plays with the 
final figures to suit one’s requirements. 


(v) For arriving at the actual per capita consumption of washing products in 1971, the Com- 


pany has assumed a total production of washing products at 858 thousand tonnes. Accor- 
ding to the official information available, the production in 1971 was 692 thousand tonnes 
only, giving a per capita consumption of about 1.32 Kg. This implies that the ‘correction 
factor’ of 25% assumed by the Company on the ‘expected’ value is highly exaggerated, 
and the Company’s figures to this extent are over-estimates. 


(vi) The basis for determining the proportion of NSD in total washing products is not clearly 


indicated. 


(vii) On the basis of the all-India projected demand for NSD, the Company has estimated such 


demand for the four main regions, namely, North, East, West and South, to arrive at 
regional requirements of STPP. The all-India estimates have been allotted to various 
regions by fixed percentages in all the years, the basis for which is indicated to be data 
collected by the Operations Research Group. No details are available and hence it has 
not been possible to examine these. 


(viii) The Company has also prepared projections of demand on the assumption that GNP 


will increase at the rate of 4% p.a. instead of 5.5% p.a. These are not reproduced here 
and commented upon as the Company has based its arguments on the estimates related to 
5.5% p.a. rate of GNP growth. 


(ix) The Company has given the approximate position of production of washing products in 


1, 
2. 
3. 
4. 


1982 in comparison with the position in 1972 as follows:— 





1972 1982 
Soaps—Cottage Sector . : . : : . > 623,000 593,000 
Soaps—Organised Sector ' ’ ‘ : : . - 207,000 207,000 
Soaps—Total : . : : . : . . -. 830,000 800,000 
Synthetic Detergents . . . . . . . . 61,000 641,000 


The effects of such a development on small scale units is clear, 1f one takes into account the fact 
that most development of NSD production would be in the organised sector. 
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TABLE 
Demand Estimates for Non Soapy Detergents Prepared by Hindustan Lever Lid. 
(000 _—_ tonnes) 
Projected Estimated Demand Demand Additional Total 
Demand for share of for NSD for Soap NSD demand 
Washing NSD based Pro- Demand = for NSD 
* Products ducts , (4+6) 
(5:5% rise 
in G.N.P.) 
1 2 3 4 5 6 7 
973°" + . . . 921 10 92 819 ie 92 
1974 - + + 6 8 956 12 115 841 Ss 115 
1975 + , . . . 1000 aS 140 860 vs 140 
1976 - . : . ° 1038 “47 176 - 862 ke 176 
1977: ‘ ‘ : . 1077 20. 215 800* 62 227 
a | me arnt 
1978 © 8 6 ee 1142053 263 "800 79 392 
(342)f 
1979 > . ° . : 1211 26 315 . 800 96 411 
1980 + + + + s 1300 32 416 800 84 500 
1981 : : . : 1340 37 » 496 800 44 540 
19982 2 © os ee 1441 42 605 800 36 641 


Nortes.—({i) Estimate given in column 4 have been given as ‘low’ estimates and in column (7) as ‘high’ estimates. 


(ii) The Company has also prepared estimates based on growth of National Income at 4% p.a. but these 
have not Been reproduced hes. : oa 


*Soap products contained at 800,000 tonnes. 
tCorrected for mistakes in additions. 
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ANNEXURE IIT 


Employment potential of the STPP Project of Hindustan Lever. 


1 Employment in the proposed factory : 


(i) Direct factory, employment . ‘ : . . g . ’ . ’ * 300 men 
(ii) Movement of raw materials and finished products for the factory - : . . + 200.,, 
(iii) Provision of other services like spares, supplies etc. ‘ . ‘ . . 7 * 500,, 
: 1000 ,, 


2. Employment in industries arising from the project : 
If 30,000 tonnes p.a. of STPP are used in detergent formulations at the rate of 20% incorporation it will produce 
150,000 tonnes p.a. of detergents. Assume that at least 50% of the product will be manufactured and sold in West 
Bengal, i.e. 75,000 tonnes p.a. of detergents. 
This will give rise to the following chain of employment opportunities : 


(a) Direct empioyment in detergent production as powder/bar at the rate of 40 man-hours per 
tonne or product and average of 200 working days/annum - . . . : + 1500 men 


(b) Production of packaging materials and ingredients for the detergent factories will involve 


about half this number 750 ,, 
(c) Handling of raw materials and finished goods of detergent factories, i.e. 75,000 tonnes raw 
materials and 75,000 tonnes finished goods to be moved in lots of 5 tonnes each which will be 
take 2 man-days per lot ° . . . 7 . . . . . . > 300,, 
(d) Trading and other service functions generated by detergents. About 3% of the value 
of 75,000 tonnes p.a. of detergents i.e. 75 crores, will be earned by the trade. Assuming 1% 
cut of this will be as wages or remuneration for self employment, such earnings will amount 
to Rs, 75 lakhs p.a. At Rs. 1,500 per head per annum, the equivalent employment 
generated is 5,000 - : * + aa . x . . . . . * 5000 ,, 
3, Summary 
In the Phosphate factory directly and indirectly - ‘ . ‘ . . . ’ + 1,000 ,, 
¥n detergent industry . , . ‘ : ‘ : . sere 7) 
300 7,550 5, 
5,000 J 
Total: . : . . . 8,550,, 
Say - . 7 . . . 8.500 ,, 


(Source : The Applicant Company). 


AMP 

DCM 

DDB 
DGTD 

AL 

MRTP ACT 
NSD 
TOMCO 
STPP 


Abbreviations used in the Report 


Albright Morarji and Pandit Ltd. 

Delhi Cloth and General Mills Ltd. 

Deedcyl Benzene. 

Director Genera! of Technical Development. 
Hindustan Lever Ltd. 

Monopolies and Restrictive Trade Practices Act. 
Non Soapy Detergents. 

Tata Oil Mills Company Ltd. 


Sodium Tripolyphosphate. 
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No. 2/7/72-M (1) 
GOVERNMENT OF INDIA 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS, 
DEPARTMENT OF COMPANY AFFAIRS, 
SHASTRI BHAVAN (Sth FLOOR, ‘A’ WING) 
DR. RAJENDRA PRASAD ROAD 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of application under Section 22 of the Monopolies and Restrictive Trade Prac- 
tices Act, 1969. 


And 


In the matter of proposal of Messrs Hindustan Lever Limited for setting up a new Undertaking 
for the manufacture inter-alia of Sodium Tripoly-Phosphate (STPP). ; 


Messrs Hindustan Lever Limited (hereinafter referred to as ‘“‘the applicant Company”) made 
an application under Section 22 of the MRTP Act, 1969 (hereafter referred to as “the Act”) to 
seeking approval of the Central Government for setting up a new undertaking at Haldia in West 
Bengal for the manufacture of Sodium Tripoly Phosphate (STPP) and other products. 


2. The applicant Company is :egistered under Section 20 (a) (i) of the Act and is a foreign 
majority company. 


3. As required under the prescribed Rules the proposal was advertised and in response thereto 
a number of parties filed their objections while a few parties wrote in support of the proposal. 


- 4. Ona consideration of the available information and more particulary the objections made 
against the proposal the Central Government formed the opinion that an order on the proposal could 
not be made without further enquiry. Accordingly the proposal was referred to the MRTP Com- 
mission (hereafter referred to as “the Commission’’) for an enquiry and report. The Commission 
forwarded its report to Government recommending approval of the proposal subject to certain condi- 
tions. There was a note of dissent by a member. 


5. An opportunity of being heard in terms of Section 29 of the Act was given to the applicant 
Company and to the parties inte,ested in the proposal including the objectors. 


6. The proposal mainly relates to the production of STPP which is the main raw materials 
(30%) for the production of Synthetic Detergent. In India a shift from the conventional washing 
soap to Synthetic Detergent has become an urgent necessity due to the stoppage of import of tallow 
and the shortage of edible fat in the country which constitute the main raw materials in the production 
of soap. Synthetic Detergent is a cheap and efficient replacement of soap and also an import substi- 
tution item. There is at present a wide gap between the demand and supply of STPP which is the 
main taw material for the production of Synthetic Detergent. An element of urgency therefore exists 
for creating additional capacity for the manufacture of STPP for avoiding in turn shortages in the 
production of Synthetic Detergent. 


7. The proposal of the applicant Company has to be viewed in the above context. The 
proposal has a number of factors in its favour and at the same time it has also attracted some objections. 
The Commission after going at great length into all the objections raised and other relevant matter 
has recommended that it would be in the public interest to approve-the proposal. The points in 
favour of the proposal may be summarised as under :— 


1. The proposal satisfies the criteria of approval laid down in Section 28 of the Act, namely, 
by bringing into existence a new enterprise as countervailing force to an existing mono- 
poly, fostering competition, reducing regional disparities through the development of 
backward areas, generating employment etc. 
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The proposed plant is in the core sector, capital-intensive, involving sophisticated techno- 
logy and is to be located in a backward area. It will generate employment and also provide 
the benefits of import substitution. Investment in such a project by Hindustan Lever 
Ltd., a foreign majority company is permissible in terms of the current Industrial Licensing 
Policy of Government. 


The proposed plant at Haldia will produce 30,000 tonnes of STPP per annum and thereby 
save about Rs. 5 crores in net foreign exchange. Further 30,000 tonnes of STPP will 
enable the production of about 100,000 tonnes of Synthetic detergents which in turn will 
avoid the import of about 100,00 tonnes of tallow for soap making. The saving in foreign 
exchange outgo would be Rs. 30 crores per annum. 


The MRTP Commission on a review of the over-all position felt that the proposed plant 
by Hindustan Lever is expected to be one of the quickest to be implemented as the com- 
pany is professionally managed, has a proven record for speedy utilisation of capacity 
and a research-oriented outlook with a strong R & D base. 


The project will, it is estimated, gencrate employment directly to 300 persons and indirectly 
to many times that number. 


An estimated sum of Rs. 1434-87 lakhs will accrue as revenue under various heads to the 
State and Central Governments. 


All-India demand for STPP by the end of the Fifth Plan period was estimate to be 1,33,000 
tonnes. 34% of that demand is expected to be in the Eastern Region i.e. approximately 
45,000 tonnes. The Hindustan Lever is the only applicant ready to set up a plant in the 
Eastern Region and that too in a backward area. 


At present almost 100% monopoly position. in. the production STPP is held by M/s. Al- 
bright Morarji & Pandit Pvt. Ltd., having 46% non-resident shareholdings and a company 
belonging to the Dharamsy Morarji Group, The project of the Hindustan Lever will be 
one which will quickly break this monopoly. 


The project will be set up in a backward district and will encourage the growth of a number 
of ancillary and small scale industries in the area. 


The proposal will lead to a very significant reduction of foreign shareholding in the appli- 
cant company by 15%. The company has agreed to bring down the foreign shareholding 
from the existing level of 85% to 70%. 


. The project, if approved, will constitute less than 20% of the All-India capacity so far 


approved and under consideration and this there is no possibility that the applicant com- 
pany will occupy a commanding position in the field of STPP manufacture. 


The main points of objection raised against the proposal and emphasised by the dissenting 
f the MRTP Commission in his note of dissent for not supporting the proposal may be 


summarised as under :— 


(1) 


(2) 


(3) 


9. 
belongs to 
pate in ter 


The applicant company is having large foreign holdings in its shares to the extent of 85% 
of the equity. 


The applicant company is itself a manufacturer of Synthetic Detergent commanding 43% 
of the present capacity and is thus dominant in that field. If this company is now allowed 
to manufacture STPP also (which is the main raw materials for Synthetic Detergent) 
that would lead to vertical integration and expose other Synthetic Detergent manufacturers 
to the dangers of unequal competition from the applicant company. 


The company does not possess any expertise and technical know-how for the manufacture 
of STPP and thus import of foreign technology would be necessary. 


In regard to the first objection mentioned above, it may be stated that the project in question 
the core-sector in which large houses and foreign majority companies are eligible to partici- 
ms of current Industrial Licensing Policy. Within this field this category of industrial 


houses should be allowed to grow and expand unless there are over-riding considerations against 


such growt 


h and expansion in the public interest. In this case there is no such consideration for not 


allowing this project. Further, approval of the present proposal will have the effect of bringing about 
a substantial dilution of foreign shareholding in the applicant company from the existing level of 


85% to 70 


7: This recommendation of the Commission has also been accepted by the company. 
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10. The objection regarding vertical integration would appear to be. more theoretical. and do 
not seem to take into account the realities of the Indian situation. This argument about possible 
adverse effect of vertical integration will have validity in a situation obtaining in a free enterprise 
economy where market considerations have the ultimate say. But in the conditions prevailing in the 
Indian economy where Government will have the control over the import of rock phosphates (the 
principal ingredient of STPP), over the manufacturing capacity of the producing firm both in STPP 
and Synthetic Detergent and even over such of factors as price, vertical integration can hardly operate 
to the disadvantage of other producers of Synthetic Detergent and to the advantage of the applicant 
company. Then again the adverse effect of vertical integration can be effectively countered by the 
imposing suitable conditions in granting approval to the proposal. The MRTP Commission has 
certain suggested remedial safeguards in this regard, namely, the company should earmark a certain 
percentage of its STPP production for sale to outside parties including small-scale manufacturers of 
Synthetic detergent and also make such supply at the same rate at which the company itself will be 
supplying for its own captive consumption.. In the coming year the Hindustan Lever’s share of the 
Synthetic Detergent market (now 43%) will progressively diminish and its present dominant position 
will also substantially go down. As a result any possible advanatge arising out of vertical integcation 
mall ae diminish. Further there are many examples of vertical integration in Indian industry notably 
textiles etc. 


11. In regard to the third objection about technology, the MRTP Commission has pointed 
out that the existing manufacturers namely M/s. Albright Morarji & Pandit Pvt. Ltd. has imported 
technical know-how. The applicant company has indicated its willingness to buy indigenous tech- 
nology if available in preference to imported technology. It has argued that the manufacturing 
technology is only a part of the know- how in any industry. In the case of STPP the applicant 
company claims to have a greater knowledge of its chemistry and its uses than any one else in India. 
With its sound R & D base the company claims that it will be possible for it not only to acquire 
the know-how, but also to build on it and improve itin the future years. Besides, one of the 
conditions suggested by the Commission is that the company will go in for import of technology only 
if indigenous technology is not available and subject to prior approval of the Government. 


12. Another ground on which the dissenting Member of the Monopolies and Restrictive 
Trade Practices Commission has not supported the proposal is his doubt about the demand projec- 
tion of STPP as accepted by the Majority Members of the Commission and his view is that the actual 
demand might be much smaller. He has however not given his own basis for what the proper demand 
projection should be. On this issue it may be stated that the Commission (Majority Report) has 
arrived at the demand estimates of STPP after carefully examining the data provided by several other 
responsible bodies viz. the Indian Soaps and Toiletries Maker’s Association, the Indian Petro-Chemi- 
cal Corporation (a public sector undertaking), the Task Force on Petro-Chemicals set up by the 
Ministry of Petroleum and Chemicals and the sub-group of the Planning Commission on soaps and 
detergents. Obviously in a matter like this Government should be guided more by the estimates 
made by these expert bodies. The dissenting Member has also anticipated the possibility of a fall 
of demand for Synthertic Detergent in the event of a possible shift cf incomes to rural areas and to 
lower income groups as a result of Government Policy. This does not seem to be very valid. On 
the other hand when a shift income takes place in favour of lower income groups the result 
will be an overall increase in the consumption of Synthetic Detergent which will be more cheap and 
efficient washing material available. There is already an incrcasingly acute shortage of oils and fact 
which in turn is bound to result in poorer quality and higher price of conventional washing soap. 


13. The MRTP Commission has recommended eight conditions for approval of the project 
by way of safeguards against its adverse features. In the course of the hearing and in subsequent 
communications the applicant company has indicated its acceptance of these conditions subject to 
certain clarifications. On behalf of the applicant company it was clarified that the recommendations 
of the Commission that Hindustan Lever should consume its own STPP culy at its Synthetic Deter- 
gent factory at Calcutta and not in its factory elsewhere, was an unnecessary restraint as difficulties 
would arise in the event of strike and other dislocation of production at the Calcutta factory. The 
applicant company also accepted the condition regarding the supply of STPP to other Synthetic Deter- 
gent manufacturers at the same price at which it would supply to its own factory for captive consum- 
ption. For that purpose the company agreed to maintain the necessary 1<cords for enabling veri- 
fication. In regard to this condition the applicant company however clarified that it would not be 
possible to sell its products at its cost of production. The company would charge prices which has 
to take into account not only the cost of production, but also the return on capital and the competi- 
tive pricing. 
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: 14. The Government of West Bengal have very strongly supported. the proposal on account 
of its vital socio-economic aspects and in the context of that Government’s declared. policy of 
regenerating industrial growth in West Bengal. It has been argued during the hearing that there 
has been practically no investment made by any large entreprenur in West Bengal since 1966 and 
despite the earlier predominance in the industrial field West Bengal’s economy has been steadily 
sliding backward leading to an alarming rise in the level of unemployment, problems of law and 
order and political and industrial unrest. The present proposal is expected to serve as a catalyst 
in arresting this backward trend and putting West Bengal back intc the process cf recovery of the 
industrial climate. 


15. Ona balance of consideration of the arguments in favour of the proposal and against 
it the weight of evidence is clearly in favour of the proposal. 


16. After atking intc accoun* the relevant factors including the findings and recommendations 
of the MRTP Commission as embodied in its Report, the contents of the note of dissent attached 
to that Report, the submission made by the parties in the course of the hearing the Central Govern- 
ment is satisfied that it will be expedient in the public interest to accord approval to the proposal 
of the applicant company sukject to the conditions stipulated in the order herein below :— 


ORDER 


In exercise of its powers under clause (c) of sub-section (3) of section 22 read with Section 54 
of the MRTP Act, 1969 the Central Government hereby accords its approval to the proposal of 
Messrs Hindustan Lever Limited subject 10 the following conditions :— 


(1) The applicant Company should‘issue freshshares to the Indian public, to the exclusion 
of the foreign shareholders ‘0 the-extent which, will, after the proposed issue of bonus 
shares in the proportion of one new share to every six shares reduce the shareholding of 
the non-resident shareholder from the present figure of 85°% a1 the most to 70% during 
the course of implementation of only the project for the manufacture of sulphuric acid, 
phosphoric acid and industrial phosphates (STPP). This condition will not operate as a 
precedent for any other future projects of the company. 


(2) The applicant company shall adhere to the phased programme indicated in the appli- 
cation pertaining to this proposal namely it) will achieve the production of 18,000 tonnes 
in the first year of the commencement of the production, 27,000 tonnes in the second 
year and 30,000 tonnes in the 3rd year. 


(3) The import of capital goods for the project shall be subject to approval of the 
Government. 


(4) The project shall be located at Haldia in the District of Midnapore, West Bengal. 


(5) The applicant company will try to obtain technology and know-how for the proposed 
project from Indian sources and for that purpose the company will issue an advertisement 
inviting proposals from Indian parties and consider the same and the terms and condi- 
tions on which these are offered. 


(6) The applicant company will go in for import of technology and know-how from foreign 
sources only if requisite technology and know-how is not available in India or is no. upto 
date and satisfactory or is not available on suitable terms and corditions and subject to 
prior approval of the Government. 


(7) The applicant company will earmark a certain percentage of its STPP production for sale 
tc outside parties and will submit a scheme fer this purpose for prior approval of Govern- 
ment. 


(8) The aprlicant company shall supply STPP produced by it to other manufacturers of 
Synthetic Detergent at the.same rate at which the applicant company will supply STPP 
for its own captive consumption. Fox this purpcse the’applicant company will maintain 
separate cost accounts fort the new project so that the cost of the production of STPP 
may be separately determined and Government may, if necessary, consider the question 
a one action under section 209 (1) (d) and/or Section 233 B of the Companies Act, 
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(9) The applicant company shall be required to undertake export obligation at least upto the 
level of 20% of its annual production of STPP. It will however be open to the 
applicant company to apply to the Central Government for considering the question 
of waiving this export obligation for.a period of time in the light of circumstances then 
prevailing in the country in regard to demand and supply of this basic raw material. 


(10) The loans from financial institutions shall be subject to the right of insertion of converi- 
bility clause according to the Government policy. 


(11) The applicant company shall ensure that the debt-equity ratio does not exceed 2:1 and 
net block-debt ratio does not exceed 1:0:5. 


(12) Such other conditions as may be imposed in the letter of intent. 


(Sd.) 
(A. K. GHOSH) 
Under Secretary to the Government of India. 


New De curl, 
the 6-3-74, 


5510 M of LJ & CA/ND/79 
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INTRODUCTION 


0.01 Indian Explosives Ltd., Calcutta, (hereinafter referred to as IEL),submitted 
to the Government of India, Department of Company Affairs, on August 31, 
1974, an application under Section 21 of the Monopolies & Restrictive Trade 
Practices Act for approvel of its propose to effect substantial expansion of their 
undertaking by the additional manufacture of 15,000 tonnes of commercial blast- 
ing explosives. TEL already had an installed capacity of 28,000 tonnes, and had 
indicated that it was possible for them to increase production by 7000 tonnes by 
utilising the security stand-by equipment. The annual installed capacity (or esti- 
mated capacity) after expansion would be 43,000 tonnes. It was proposed to estab- 
lish the new factory in Western/Central India. IEL also claimed in its application 
that the proposed new factory can be established by them with the minimum 
requirements of rupees and foreign capital and “without having to purchase 
foreign know-how”. The Department of Company Affairs decided to treat the 
proposal under Section 22 (instead of Section 21) as it was intended to establish 
a new undertaking for the manufacture of explosives. The Company, however, 
maintained that its application should be treated under Section 21 and not under 
Section 22. The Company’s contention in this regard is as follows : 


“The proposal submitted by the Company is for substantial expan- 
sion of its existing activities and not for establishing a separate under- 
taking. The form of Notice to the Central Government for intention 
to make substantial expansion as:prescribed under the MRTP Rules 
refers inter-alia to the name and address of the ‘undertaking’ (item I) 
and also whether the ‘undertaking’ is a body corporate (item 5(iii)). 
The undertaking being Indian Explosives Limited and the proposal 
being one for substantial expansion of existing activities, we are of 

the view that this comes logically under the provision of Section 21 
of the Monopolies & Restrictive Trade Practices Act and Section 22 
does not have any application.” 


The Department of Company Affairs vide its letter No. 1/41/74-M-III 
referred this application to the Monopolies & Restrictive Trade Practices Commis- 
sion under Clause (b) of sub-section 3 of Section 22 for enquiry and report. 


0.02 The Commission issued a Notification on October 23, 1975, which 
was published in various newspapers on or about November 3, 1975. 
Under this Notification, the Commission invited information and comments re- 
garding IEL’s expansion proposal. In terms of sub-section 2 of Section 30 of the 
Monopolies & Restrictive Trade Practices Act, the Commission was to submit 
its Report to the Central Government by 18th January, 1976. However, the date 
for submission of the Report had to be initially extended to 17th April, 1976, as 
information from the applicant Company as well as various Government 
Departments and private parties had not been received in time. A questionnaire 
was sent to IEL on November 5, 1975, and it was asked to furnish information 
by November 30, 1975. Some of the information was received from the applicant 
Company by the end of November,1975, and some more by the middle of December, 
1975. Further information and clarifications were received during and upto 9th 
April, 1976. This necessitated extension of the date of the submission of the 
Report upto April 17, 1976. The public hearing in the case was held on March 29, 
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1976. The list of persons who were present at the Public Hearing is given in 
Appendix I. 


0.03 On 6th April, 1976, the Commission received three more references from 
the Government relating to the applications of M/s. WIMCO Ltd., M/s. 
Chowgule & Company Pvt. Ltd., and M/S. Maharaja Shree Umaid Mills Ltd., 
for the manufacture of Industrial Explosives. The Commission then decided 
to take into consideration the above three proposals also before giving its Report 
on the proposal of TEL, as these also related to the manufacture of Industrial 
Explosives. For this purpose the date for submission of the Report was initially © 
extended upto 12th June, 1976 and later upto 31st July, 1976. 


CHAPTER f 


THE BLASTING EXPLOSIVES INDUSTRY IN INDIA 


Introduction 
1:01 The method of using explosives to loosen rock is said to have come into use at the begin- 


ning of the 17th Century. In Germany, rock blasting er was introduced in mining where the 
contraction cracking method had earlier bcon used. is method consisted of making up fires to 
- heat the rock and then throwing water on it, the rapid contraction giving rise to stresses in the rock 
which, in their turn, caused cracks. After this step the rock used to be broken up by using sledge- 
hammers, crow-bais and wedges. In 1864, Alfred Noble started to manufacture blasting oil 
based on liquid nitroglycerine. This product attained an extremely wide field of use and came to be 
produced all over the world.* 


1-02 Nitroglycerine, a heavy oily liquid, is prepared by treating purified glycerine with a 
cooled mixture of concentrated nitric and sulphuric acid. This was produced in 1846 by a Professor 
of Chemistry at Turn, Ascanio Sobrero. He recognised its commercial possiblities but seems to have 

been deterred by the danger of handling it. 


1:03 In the expanding mid-19th Century world, there was considerable increase in mining 
activity—gold in America and Australia, coal and iron in Europe and America. There was also 
considerable increase in public works; harbours, canals, bridges and specially railways. A need 
was therefore felt for an effective blasting explosive. In view of this situation, Alfred Noble was 
able to secure financial support for starting work.on developing the process of commerical production 
of nitroglycerine discovered by Sobrero and also to remove its limitations. Noble made many attempts 
to devise an ‘igniter’ for nitroglycerine but his experiments only led him to observe that what was 
required was a strong shock. After experimenting with various materials, he discovered in 1865 
the ‘detonator’ which could be handled safely and which could be crimped on to the end of a length 
of safety fuse to provide a reliable means of detonating the nitroglycerine to full effect. This has been 
considered the most fundamental invention in this field, since without it dynamite or the later ex- 
plosives would have been useless. 


1-04 With the help of the detonator, a nitroglycerine came into use extensively as an explosive 
for civil construction and mining under the name “blasting oil’. In 1865, Noble floated a company 
and started manufacture of nitroglycerine in Germany. Noble also tried to establish companies 
in the U.K., the U.S.A. and all over Europe. He established a sage the U.S.A. in 1865, but 
had to give up control of this in 1885. Around 1871, Noble also established the British Dynamite 
Company in Scotland and started production of nitroglycerine from 1873. This Company was later 
transformed to form Noble Industries Ltd., and the latter was one of the units whose merger led to the 
formation of Imperial Chemical Industries (ICD Ltd. (U.K.) in 1926. 


1-05 Nitroglycerine, though greatly superior in performance to gun powder, suffered from the 
disadvantage of being a liquid requiring expansive containers for transport. It could only be used 
in vertical or downward sloping boreholes, which was not always convenient. There was also the 
risk of the liquids sipping away into crevices and lying undetected until set off by chance. The 
material was also useless under water. Noble experimented with various materials and finally found 
a claylike sut stance, kieselguhr. which when mixed with nitroglycerine became a plastic doughlike 
mass, which could be easily extruded as a long stick. By cutting this material into suitable lengths 
and wrapping it with waxed paper, it could be put in the form of a cartridge, suitable for almost any 
borehole. This invention was named by Noble as ‘Dynamite’. 


1-06 Dynamite was one of the major inventions of the nineteenth century. The term dyna- 
mite, originally used as a trade name applied specifically to the composition of nitroglycerine and 
kieselguhr, now long obsolete, is extensively used even now in its generic sense to cover the whole 
field of explosives. However, ‘dynamite’ also suffered from certain limitations. Its strength was only 
about 757% of that of the blasting oil though it was much safer. There was also need of water-proo- 
fing the cartridges and protecting them from undue exposure to moisture, as absorbed nitroglycerine 


*Materiat based in Rune Gustafsson: “Swedish Blasting Technique”, Published by SPI, Gothenberg, Sweden, 
1973. 
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is easily displaced by water. By about 1875, Noble produced his third major invention, blasting 
gelatine, by incorporating nitrocellulose in nitroglycerine. The product this preapred is not liable 
to exude nitroglycerine and is also resistent to water. It is adequately stable to shock, friction and 
handling but it can be readily detonated by a detonator of convenient stregnth. It is said that Nobel’s 
detonator, guhr dynamite ana blasting gelatine with its derivatives gave civil engineering a completely 
new system of blasting.* 


1:07 The importance of commercial explosives to modern industries cannot be overemphasi- 
sed. It would not have been possible to obtain large quantities of minerals like coal, lime stone and 
iron ore without the use of commercial explosives. Explosives are widely used in all.forms of mining. 
and quarrying; for shaft sinking, tunnelling and excavations; for making roadways and laying foun- 
dation for dams; for demolishing buildings, chimney stacks, bridges etc; for deepening rivers and 
harbours; blasting wrecks and underwater obstructions; for seismic prospecting; for tree stump 
removal, ditching, boulder breaking and many other purposes. Small quantites of explosives . are 
also used for well and canal digging. ; ‘ 


1:08 It appears that Nitro-Glycerine (NG) based explosives continued to hold full swav till 
about 20 years back, though the forms of the dynamite used changed with the years. More recently 
they consist of a greater percentage of Ammonium Nitrate of similar substances as compared to 
Nitroglycerine. 


1:09 A new development which initially took place in the United States in the 1950s was 
that of mixed explosives of the Ammonium Nitrate/Fuel Oil (ANFO) and Slurry type which have 
gradually penetrated a considerable part of the U.S. market.These explosives have certain basic 
characteristics which are different from the earlier NG based types. In the case of latter, Nitrogly- 
c2rinc, which is a raw material of great sensitivity, is So handled in the process of production as to 
reduce its. sensitivity to a level at which it can still function as a controlled explosive. In the case of 
Slurry explosives, the process begins with materials of low sensitivity almost similar to the chemicals 
found in any chemical laboratory and, only in the final stage, just before packing the mixture of 
different chemicals, substances are sensitised to a level at which they can act as explosives. | Producers 
of Slurry explosives have claimed that this development is as important in the field of explosives as 
Noble’s invention of Nitroglycerine and the creation of dynamite as a replacement for gun powder. 
Itis claimed that the last days of dynamite are on the horizon and that Slurry explosives 
and ANFO will replace NG based explosives almost completely over the years. At present however 
it appears that even in Europe the use of the new type of explosives is limited. 


1-10 The basic difference between NG explosives and Slurry explosives is that for manufac- 
turing NG explosives nitroglycerine which is an explosive by itself is diluted to detonate while, in the 
case of Slurry, ammonium nitrate which is not an explosive by itself is turned into an explosive by various 
processes. The comparative advantages/disadvantages and Slurry explosives are as under.t 


Nitro-glycerine Explosives 


1-11 Nitro Glycerine the name suggests, are based on nitroglycerine. The process for the 
manufacture of NG based explosives involves both a chemical process and mechanical mixing and 
packing. For these explosives, important ingredients like Nitroglyc2rine have to be handled with 
great care as they are explosives by themselves. NG based explosives have to be handled with great 
care at the packing stage, and since they are very sensitive to friction, they canno’ be transported with- 
out elaborate precautions. NG explosives cannot be loaded into bore-holes mechanically due to 
the same reason. These explosives are used in mines, they cause headache to the miners, though 
miners do get. accustomed'to them over time. The use of NG based explosives after detonation 
results in fumes which are noxious, and need efficient ventilation in mines. Due to the fumes, 
NG based explosives cannot be used for constant blasting and the work has to be suspended 
from time to time so that the fume vanishes. Since NG based explosives are sensitive to. 
friction, they cannot be handled mechanically at any stage from manufacturing to loading and 
as such, price-wise, they become costlier as compared to Slurry explosives. The capital cost for 
producing NG explosives is much more than that for Slurry explosives. 


1-12 NG based explosives are the most reliable and long establish explosives used all over 
the world. In India, NG based explosives have been in use for many years. The shelf-life 
of NG based explosives is about one year in normal conditions and they can be stored for several 


et 
*This brief history is based on the material available in the publication “Imperial Chemical Industries: 
History”, Volume I, by W. J. Reader, Oxford University Press, London, 1970. Baie 


{Based on information supplied by the DGTD and also various memoranda received by the Commission. 
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years in cool-dry areas. NG based explosives enjoy the exclusive advantage of being usable under 
water as they have greater water résistance than Slurries. The density of NG ‘based explosives 
can be varied according to requirements.- They are considered to be the most reliable 
explosives in regard to initiation by means of a detonator. Even those explosives which are other- 
wise un-serviccable can be initiated by detonators. In India, consumers are more used to NG based 
explosives and there is an easy acceptability for them in the market. For small diameter uses, NG 
based explosives arc considered to be more economical and dependable in terms of strength, cap- 
sonsitiveness* and shelf-life. 


Slurry Explosives 


1-13. The recent trend all over the world however is in favour of Slurry explosives. Slurry 
Explosives arc based on ammonium nitrate. Till recently NG based explosives were the only variety 
which was being used in Indian Mines. It is only in the recent past that slurry explosives have be- 
come available in the country and their use has been approved by the Director General of Mines Safety 
for certain applications. Slurry explosives are used in open-cast mining of coal and other ores. 
Since the recent technology for mining is based on open castmining, the use of Slurry explosives in 
the counury is likely to increase in future to a great extent. Slurry explosives. are gradually being 
permitted in India in underground and gassy coal mines also. 


1-14 The manufacture of Slurry explosives is a simple mechanical function and it does not 
necd any chemical process as in the case of NG based explosives. Slurry explosives are more safe. 
Slurry explosives can also be cap-insensitive and_are therefore safe to handle. They can be packed 
easily and nced not be kept in cartridges or magazines as-in the case of NG based explosives. Slurry 
explosives can be mechanically loaded into’ bore-holes which results in cost-saving. They are more 
useful for large dismeter explosions. Since no major chemical process is involved in their manu- 
facture, the capital investment in the case of Slurry explosives is comparatively less. 


1°15 The shelf-life of slurry explosives is about six months. Slurries also do not enjoy water 
resistance and they cannot be used under water. It is reported that efforts are being made:to make 
slurries usable even under water. Slurries cannot be manufactured in. different densities as in the 
case of NG based explosives. Considerable research work is currently being undertaken to remove 
these limitations. Some of the major foreign groups have claimed to have already got over these 


limitations and produced Slurry explosives. as good as or even better than NG based explosivesf. 


Properties .of Explosives 


1:16 A high explosive is a substance or a_ mixture of substances which, for the purpose of 
transport, handling and storage is in stable equilibrium. The equilibrium is upset if subjected to 
severe Shock, resulting in a violent release of energy in the form of a shock-wave accomnaied by ex- 
tremely rapid conversion of the explosive into a large volume of gases at high temperature and _pres- 
sure. In practice, the necessary shuck is provided by means ofa detonator or detonating fuse. 


1-17. As far as the user is concerned, the following properties of an explosives are of parti- 
cular interests. . 


(1) Strength. —This is a measure of the amount of energy released by an explosive on de- 
tonation and hence its ability to do uscful work. The weight-strength denotes the strength 
of any weight of explosive compared with the same weight of blasting gelatine, and bulk- 
strength denotes the strength compared with an equal volume of blasting gelatine. Blas- 
ting gelatine is taken as the standard because it is the most powerful commercial explosive 
with characteristics that are well known. 


“(2) Velocity of Detonation .—This is the rate at which the detonation wave passes through 
a cloumn of explosive and is of considerable importance since the shock energy of deto- 
nation increases rapidly with this velocity. The shock energy does most of the work 
when the explosive is used unconfined, e.g. in plaster shooting. 


(3) Density.—The density is important when selecting an explosive for a particular use. 
With a high density explosive, the energy of the short is concentrated—a desirable feature 





*Meaning—Sensitivity to explode by a detonator. 
{For an attempt at more detailed comparison, see Appendix II. 
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in tunnelling and mining operations in hard ground. On the other hand, when the out- 
put of lump coal from mine i§ important, it is advisable to use a low ‘density. explosive, 
which distributes the energy along with shothole. 


(4) Watcr Resistance .—Explosives differ widely in resistance to water and moisture penc- 
tration. Some explosives deteriorate rapidly under wet conditions, but others are desinged 
to withstand water for long periods. When blasting is to be done under wet conditions,. 
a gelatinous explosive is preferable. 


(3) Sensitivity.—Au explosive is required to be insensitive to normal handling, shock and 
friction, but must remain sufficiently sensitive to be satisfactorily detonated, and capable 
of propagating satisfactorily, cartridge to cartridge, and even over short gaps such as 
may occur in practice. 


“(6) Fume Characteristics Explosives, which are to be used where ventilations is restricted, 
must produce a minimum of harmful gases in the products of detonation.”* 


1-18 The basic property required in an explosive is that it should detonate under controlled 
conditions and should be safe to use. In so far as gassy coal mines are concerned, the safety angle 
becomes predominantly important and special explosives are designed to ensure proper detonation 
under gassy conditions. For this purpose explosives are classified by the Chief Inspector of Explo- 
sives into various categories. From the safety angle, explosives used in coal mining are classified 
from plto p5 &5 being the safest but least in strength as compared to pl. 


World Development 


1-19 Certain aspects of the development of the explosives industry in the world, and specially 
those relating to the Imperial Chemical Industries (ICT) need to be noted as a background to the 
presentenquiry. As already mentioned earlier, initially Alfred Noble attempted to establish compani- 
es for manufacturing dynamite in different countries of the world, starting with Germany‘and later 
in the U.K. and the U.S.A, Without going into the details of the history of these different efforts 
and the companies that were established, it may be noted that regionwise Noble gave considerable 
importance to the British market because not only did it have a vast internal development potential, 
but thére was also the pcssibility of exports to its colonies. Indian Railways where specially men- 
tioned in this connection.t Even though it was not possible for Noble to ensure joint control over 
various companies whose development he initiated, various devices for co-ordination and dividing 
markets and pooling of profits wore used almost for the first time in the world by explosive 
producers. For many years before the first’ world war, these arrangements had 
settled almost int: aa established system. The European parties to the system were com- 
bined in an Anglo-German Alliance. This alliance worked in co-operation with the major explo- 
sives manufacturer in the U.S.A., M/s. E.I. du Pont de Nemoure & Co. The History of the I.C.I. 
referred to earlier gives various details about the development of these cartel arrangements and the 
manner in which they worked. As a matter of fact one can say that the history of the explosives 
industry and practices developed under the cartel arrangements provide almost a classic example 
of the manner in which various monopolistic practices were developed by large business groups, 
specially under German influence during this period. Arrangements to ensure that legal impediments | 
such as these arising from the American Sherman Act could be got over were also a part of the 
understanding arrived at. It is not necessary for us to go into these details except to note that under 
these arrangements the Europeans agreed not to compete inthe American market while the Ameri- 
cans agreed to keep out of Europe and most of Asia, Africa, Australia and the British Empire. 


1:20 Even though the first war shattered the system that had been elaborately built up 
specially the Anglo-German combination as well as the realations of Du Pont with Germans, the 
relationships were to some extent attempted to be re-established after the war. A specially close 
relationship was built up between Du Pont and Noble Industries (U.K.), and the geographical effect 
of this was that Noble Industries kept out of the U.S.A. and Mexico, and Du Pont kept out of Europe 
and the British Empire except Canada. When the Imperial Chemical Industries (ICT was formed 
in 1926 the control over colonial trade was aa important consideration in its formation. In the letter 
sent out to shareholders in the merging companies, it was pointed out, “The British Empire is the 
greatest single economic unit in the world.......... By linking the title of the new company to that 
unit, it is intended to lay emphasis upon the fact that the promotion of Imperial trading interests 
will command the special consideration and thought of those who will be responsible for directing 





*Explosives Year Book, 1976”, Indian Explosives Ltd., Calcutta. 
fSee, W.J. Reader, Volume I, op. cit. page. 
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this new company”.* It is important to note in this connection that the basic approach oft be ICI 
combine was not radical innovation in terms of technology but the regulation throughout the world 
of competition between manufacturers in the same industry, with a view to protect profits in normal 
times and survival at moments of crisis, It may be noted in this connection that Du Pont’s link with 
ICI which the latter inherited fram Noble Industries were specially related to explosives, and intended 


to ensure the keeping out of each others’ exclusive territories, which for ICI was the British Empire 
{except Canada). 


1-21 Two further points that come out from the publistied history of the ICI, which may be 
of some interest from the point of view of this enquiry, are as follows :— 


(i) Firstly, the agreements were drawn up taking note of the anti-trust legislation in force in 
the U.S.A. so as to ensure that “no flaw should exist from this point of view and that no 
subsidiary documentary evidence such as correspondence between the two companies 
should indicate that the aggreement is worked in a way substantially different from the 
intentions indicated in the legal documents”.t This suggests the limitation 
of documentary: evidence when examining the working policies and s 
cartel type arrangements as well as monopolistic practices of companies of this type. 


(ii) Secondly, in the ‘30s’ it came to be noticed that Governments even in tne British Empire 
might pursue policies which might force ICI to put up factories in their territories. It 
was thought that many overseas plants would be basically uneconomical but that was 
immaterial because overseas Governments wete determined to have such plants.@ 


1-22. Two other minor points may-also be noted. Canadian Industries Ltd. (CIL), a sub- 
sidiary of ICI, was to operate in co-operation even with Du Pont, but it was to stay in Canada and not 
spread out into other countries either “by laying down plants, exporting their products or licensing 
under their processes, unless both ICI and Du Pont believe it is advantageous to so spread out”.} 
Another point regarding the manner in which it should operate in countries.in the British dominions 
or in Latin America was indicated in internal correspondence as follows :— 


“Foreigners trading in a country like the Argentine are well advised to have on their side Ar- 
gentinians: standing well in social and poliitcal circles, if only to remove the doubts which 
generally exist as to the bona fides of the foreign enterprise. Many managers of foreign 
owned concerns expressed this view......that while it was a matter of little moment in 
past years, the developing economic nationalism makes it advisable to have well known 
and trusty natives associated with our concern”.** These points can be usefully kept in 
mind when dealing with the present enquiry. 


Establishment of the Industry in India 


1-23 In India, explosives were imported by the Imperial Chemical Industries (ICI) and its 
predecessors fora longtime. It was only around 1950 that the Government of India appears to have 
examined the possibilities of establishing indigenous manufacture of blasting explosives. A Mission 
was sent by ICI (U.K.) to India in 1949 to explore the possibility of such manufacture and certain 
proposals were-made to Government on the basis of the Missiou’s report. A proposal from a Japa- 
nese firm, Nippon Kayaku Compnay Ltd., was also apparently considered. The possibility of manu- 
facturing explosives in the ordnance factories also appears to have been examined. No details 
about the comparative merits of these different proposals are available to the Commission; 

-what is known is that on the basis of such examination the Government came to the conclusion 
that the proposal from ICI was the most advantageous. On the basis of this con- 
clusion, a “Declaration of Intention” was signed in November, 1953, by the Govern- 
ment of India, ICI (U.K.) and ICI (India). The main points of the Declaration were that 
manufacture in India of commercia! blasting high explosives was to be established and for this purpose 
a public limited company was to be promoted ICI (U.K.) was to provide technical assistance and the 
share capital was to te taken up by ICI and the Government. ICI (U.K.) was also to provide a loan 
for the project. Of the initial equity capital, 80% was to be subscribed by ICI and 20% by the 
Government of India. On the Board of Directors of the proposed company, there were to be five 








*ibid., page 469. 

tibid., Volume II,, page 52. 

@See ibid., Volume II, pages 198-199. 
tibid, page 217. 

**ibid page 222. 
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nominees of ICI and one nominee of the Government of India... For. technical assistance in the.con- 
struction-and operation of the factory, ICI was to be:paid.-royalty @ 2}% of the gross annual turn- 
over of the new company and this payment was to continue till a’ sum equal to 10% of the total capi- 
tal expenditure incurred on the project (factory and housing) had been paid. For subsequent infor- 
mation to be provided during the operation of the factory) ICI was to be paid an additional roya- 
Ity @ 24% of the gross annual turnover. There was also a provision under which ICI (India) 
was to be appointed sole selling agent for the products manufactured by the new company on the 
basis of a 10°/ sales commission. It was further provided that having regard te the importance of the 
manufacture of accessories (safety fuses, plain detonators and electric detonators), as soon as possible 
after the blasting explosives factory had come into full production, ICI was to investigate the eco- 
nomies of the manufacture of accessories, and discuss with the Government of India the steps that 
may be necessary for the establishment of such manufacture. 


1:24 An application for an industrial licence under the 1 (D & R) Act was submitted by ICT 
(India) Private Ltd., in December, 1953, and an industrial licence was issued in January, 1954. The 
licence was for the manufacture of 5,000 short tons per annum of commerical blasting explosives and 
the proper quantities required for such production of semi-products, viz., nitric acid, nitro glycerine, 
ammonium nitrate and oleum. A new company, Indiatt Explosives Ltd., with Joint shareholding 
by ICI and the Government of India was established in 1954. A site at Gomia in Bihar was selected 
and it became available in August, 1955. Production of NG based explosives commenced in Novem- 
ber, 1958. It appears that due to the impact of the Second Five Year Plar, the demand for explo- 
sives exceeded the initially licensed capacity even before the plant was formally opened so that the 
actual output began to exceed the licensed capacity even in the second year of the operation of 
the plant. IEL therefore applied in November, 1959 for substantial expansion of it:. licensed capacity 
from 5,000 short tons to 15,000 short:tons per annum, A letter of intent to that effect was issued in 
February, 1960 and the industrial licence in April, 1960; Its subsequent licensed capacity and actual 
output in this field are shown in Table-I. ; 


TABLE 1 
Part I—Licensed Capacity of TEL 


' Explosives. -Detonators Safety Detonating shee (in 
akhs 











Year (in tonnes) Gnmillion Fuses Fuse 
nos.) (in mill. (lakhs tonnes) 
coils) metres) 

1954 rc 50006 

1957 . . . . . $6 

1960 a a ee 15000@ 101 

19964 + + # +. + » 15000@ 40-0 10-1 

1966 a a 15000@ 40-0 10°1 4-50 
1971 - o OA ee 15000@ 40-0 10°1 28 4:50 
1973 rr 28000@ 40-0 10°1 28 4-50 
1974 Hee 36000" = = 400 10-1 28 4-50 








@In short tons. an ~ 
*Permitted by the Government recently. 


Source: The applicant Company. 


Part 11—Production by IEL 


tr Et 








Production 
Year ending 30th Sept. Explosives Safety Fuse* Detonators Urea 
(tonnes) © (Million Coils) (Million Nos.) (tonnes) 


mee Per RE RN SL 





1958 5 ¢ : ‘ 199 
1959 . : : g 2 2489 
1960 : : ‘ : : 5851 


ER 
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TABLE 1—~Contd. 














Production 
Year ending 30th Sept. Explosives Safety Fuse*  Detonators Urea 
(tonnes) (Million Coils) (Million Nos) _—_ (tonnes) 
eee eo eA Se 
1961 nr} 1) 4-57 
1962 a 13021 7°05 
1963 a 12482 6-80 
1964 a 14236 _ 3°72 
1965 a a ee 18765 6:69 
1966 a a es 22930 7°36 14 
1967 a 22215 7:37 1965 
1968 a 22944 $84 166 
1969 a 26873 7:44 26°7 
1970 a 26338 6:99 | 37-2 147775 
1971 ee 30054 6:80 38°7 223426 
1972 a er ee 31327 789 2-43 373508 
1973 a 22993 8+ 28 49°7 254662 
1974 a ee ee 31463 8-86 53+2 363881 
1975 a 35168 7:93 49-8 374137 


re er enpete reheen  fDTEPURs inpme lpre eresP PSP  S  T T, 
*Including Detonating Fuse. Separate figures for Detonating Fuse as supplied by IEL are given in Part TIT. 
Source; The applicant Company. 


Part Il!—Monthly Production of Cord-tex Detonating Fuse from Start of Plant 





(In metres) 
Production in 
1971 1972 1973 1974 “1975 1976 
Se eee a cee, ee ee eee 
January - iP Gi 102,000 296,400 346,800 241,500 
February - 28,800 180,000 297,600 304,800 214,$00 
March + * + ag 58,800 205,200 301,200  —«-279,600 
April © + ae 74,400 217,200 318,000 308,400 ty 
May + «+ as 91,200  —«-258,000 «~——s«238,800 300,000 ‘4 
June: + ie 169,200 231,600 337,200 39,750 
July + + _ 111,600 216,000 343,200 154,200 s 
August + ° * 3,600 153,600 174,000 360,000 322,500 . 
September . “ 194,400 145,200 304,800 129,000 
October + +: i 136,800 — 70,800 258,000 312,000 
November . a 152,400 225,600 352,800 292,500 
December . 46,100  —-172,800 198,000 310,800 250,530 
TOTAL 49,700 1344,000 2,223,600 3,718,800 3,040,080 456,000 
(for 2 months) 


pm ren i pt PP Te TET 


Source: The applicant Company. 
57—10 M of LJ & CA/ND/79 


438 


1:25 In the meanwhile, for the second Five Year Plan, a target of 5,000 tons of blasting 
explosives was laid down for 1960-61. For the Third Five Year Plan, the following targeis were laid 
down for blasting explosives and related products :—- 


TABLE 2 


Targets for Explosives and Accessories—Third Plan 








7 1960-61 1965-66 
Name of the Industry Unit Estimated Estimated Capacity Production 
Capacity Production 
(a) Blasting explosives - . * 000 tons 5 6° 20 20 
(b) Liquid oxygen explosives - + Bee 2 2 9 9 
(c) Safety fuses . + + million coils “7 2 25-0 25:0 
(d) Detonators + + + + million nos. 80 80 





Source:—Third Five Year Plan, Government of India, Planning Commission, P. 506. 


. Apparently a review of the targets fixed for the Third Plan and capacities appross for these 
items was made some time in 1963 and the targets were revised as indicated inthe following table :— 


TABLE 3 


Revised targets for Explosives and Accessories—Third Plan 











Original Revised Capacity Capacity Remarks 
‘licensed for which 
letters of 
intent 
given 
Explosives + Tonnes 25,000 45,000 19,650 | 20,000 Out of this 
. about 9,000 
Safety Fuses * Mil Coils 26 45 231 31:68 tonnes 
: 23 ; * _ capacity is for 
Detonators * Mil Nos. 120 216 128 114 liquid oxygen 








Source: Government files. 


It will be seen that the targets were revised significantly upwards. Various questions relating 
to this industry were also examined by Government in 1961 specially directing attention to preventing 
possible exploitation of users by the manufacturers. On the basis of this examination, it was appa- 
rently decided at one stage that no single manufacturer should be entrusted with the manufacture of 
blasting explosives, safety fuses or detonators to the extent of the country’s total requirements and 
that. more than one party should be licensed for the manufacture of these items. 


Attempts to Introduce New Units 


1-26 With this objective in view the Government. began to consider proposals from other 
parties for building up capacity in this field. A number of letters of intent were issued. A list of 
parties to whom such letters of intent were issued and the capacities that were proposed for them is 
given in Table-4. It will be seen from this table that quite a large number of letters of intent were 
given. It is known, however, that none of these proposals materiliased, the only exception being that 
of IDL Chemicals. While it is not possible for us to go into all these cases with a view to examining 
why none of the other proposals materialised thus helping the predominant position of IEL in the 
industry to remain intact, we may give a few details about some of the proposals which have become 
available to the Commission in the course of this study as this would throw some light on the past 
development of the industry. 
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TABLE 4 


Details relating to some of the letters of Intent issued for the manufacture of Industrial Explosives* 














Name of the Party : Period Capacity Technical Collaboration 
. proposed 
1. D.M. Khatau + +) April, 1962 6,000 tonnes Du Pont, subsequently 
. March, 1963 - Addl. 5,000 ,, Montecatini of Italy. 

2. Harshadray Pvt. Ltd. + +» March, 1963 - 6,000 ,, N.A. 

Indian Oxygeny Ltd. + + + March,19630 0” - 9,000 ,, 

(LOX) 

4,. Southern Warehouse Co. + April, 1964 6,000 ,, N.A. 

P.S. Sohi & Co. ° « April, 1964 J. Meissner of West Germany 


6,000 ,, 
(permitted) 
Atlas Chemical Industries & 


6. Continental Plant & Machinery Co. April, 1964 12,000 ,, 
. (ANEFO mixture) Ensign Bickford of USA. 


7. Kothari Plantation Industries Ltd. + September, 1968 7,500 ,, P.A. Poundereries Reunies De 
Belque (PRB) 
8. IDL Chemicals Ltd. + . * June, 1967 15,000 ,, Atlas Chemical Industries, 
(Licence) USA, Subsequently Dow Che- 
mical Co., USA, and currently 
Nitro Noble of Sweden. 
July, 1974 , Addl. 7,500 ,, 
(Licence) 
October, 1975 Addl. 7,500 ,, ° 
(licence) 
9. Narendra Explosives Ltd. * May, 1972 10,000 ,, J. Messner of West Germany 


Feb. 1975 (Licence) 





*Excluding IEL. 
Source: Government Files. — 


1:27 It appears that the item Industrial Explosives was put on the “banned list’ for licensing 
between December, 1961 and March, 1962, and again from August, 1965 to December, 1966. 


1-28 An important partv to whom a letter of intent was issued was D.M. Khatau, a 
wellknown industrialist from Bombay, who was initially given a letter of intent for 6,000 tons of 
blasting explosives. He was proposing to set up the undertaking in collaboration with M/s. E.I. Du 
Pont De Nemours and Company Inc. (Du Pont) of U.S.A. It appears that the proposal initially 
was that the foreign collaborator should be given a majority participation to the extent of at least 
663% the import of capital equipment being covered by foreign capital investment. The scheme 
involved import of capital equipment of the value of Rs. 1-5 crores and that of raw materials of the 
value of Rs. 30 lakhs per annum.. At the Government was not willing to permit majority participation 
to the foreign company and also to initally permit a capacity for blasting explosives to the extent 
of 15,000 tonnes, the proposal apparently fell through as M/s Du Pont lost interest in the proposal. 
They apparently thought that without at least a capacity of 15,000 tonnes, the unit would not be 
economical, They also wanted majority participation so as to have control over the proposed unit. 
When this proposal fell through (probably) sometime in 1963), Mr. Khatau came up with a proposal 
for collaboration with another foreign firm, M/s. Montecatini of Italy. Apparently this proposal 
also did not materialise. As no appropriate foreign collaboration was available, it was decided 
in 1964 to revoke the letter of intent. 


1-29 Another party which was permitted to enter the industry as a part of the Government’s 
policy to encourage competition was Continental Plant Machinery Company Pvt. Ltd., which was 
granted an industrial licence for detonators and detonating fuse in May, 1962. Initially this company 
was proposing collaboration with a Czechoslowak firm. Later they suggested collaboration with 
M/s. Atlas Chemical Industries of U.S.A. The company also applied for a licence to produce ex- 
plosives based on ammonium nitrate to the extent of 12,000 tonnes per annum and for this. purpose 
the collaboration of Engsizn Bickford (also of U.S.A.) was proposed. It was stated in February, 


-*Report of the “Industrial Licensing Policy. Inquiry Committee”; p. 42, It appears that the industry was again 
put on the ‘banned List* subsequently also from time to time, but the details are not available to the Commission. 
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1965 that the applicants’ proposal was that the two foreign companies would jointly contribute 50% 
of the equity for the new project, and cf the remaining 50%, 25% would be provided by the appli- 
cants and 25% will be thrown open to the general public. The Government apparently agreed in- 
December, 1965 only to 49% equity being held jointly by the two foreign collaborator concerns. A 
further difficulty apparently faced by the foreign collaborators was that when a senior official of Atlas 
Chemicals Industries visited India in July, 1963, he was told by the Directors of ICI that they were 
almost sure of getting the manufacturing licences for detonators and detonating fuse (for the details 
about IEL’S proposal re: detonator, see below). With the IEL already having established a secure 
position in the explosives market in India at that time, Atlas Chemical apparently felt that the new 
company in which they were supposed to collaborate would be handicapped from its inception. The 
IEL, a subsidiary of ICI, would be in a position to offer a full package of explosives and accessories 
while the new company would have only detonators and detonating fuse to offer. They, therefore, 
made it clear both to the Indian party and to the Government of India that if ICI (e., its subsidiary) 
were given a licence in detonators and detonating fuse, they would lose interest in the proposed 
collaboration. Atlas further suggested that the least that could be done to encourage the new com- 
pany was not to grant’a licence to the ICI subsidiary for detonating fuse-apprently so that the new 
company will have some special advantage to offer as against the already well established producer 
in the field. One result apparently of this discussion was that Continental Plant was given the letter 
of intent for the production of blasting explosives. It appears, later on, Atlas Chemical decided to 
collaborate with Indian Detonators Ltd. instead of with Continental Plant. Continental Plant, 
therefore, was notable to proceed with its proposals. 


1-30 M/s. Indian Detonators Ltd., Hyderabad, initally entered this field with a licence for 
detonators issued in January, 1961, for a capacity of 64 millions. | Within a few days of the grant of 
this licence, IEL applied for an industrial licence for the production of detonators with a capacity of 
80 millions per annum. The fact that IEL had refrained from setting up such capacity earlier, even 
though this was a part of the originally agreed approach and imports from their parent company 
continued, resulted in the Government initially taking an unfavourable view of this proposal. It 
was felt that this company, though working in partnership with Government, had consistently delayed 
applying for indigenous manufacture until it found that some other Indian party had put in an appli- - 
cation. It was also pointed out that it had been observed that the company built up capacity in such 
a way as to keep out other manufacturers... In order to carry out the Government directive that 
exploitation of the market by any one party should be prevented, this application of IEL was at first 
rejected in June, 1962. The matter was, however, reconsidered later. IEL pointed out that the pro- 
bable requirements of detonators by 1965-66 would be about 140 million detonators per annum. Im- 
ports were running at Rs..1-1 crores c.i.f., which may increase to Rs. 2:1 crores within a short time. 
As the production unit at Gomia had already been organised for blasting explosives, it would 
not take too long for IEL to undertake production of detonators and this would be 
much earlier than any alternative manufacturer, who would have to start from scratch. 
Attention was also drawn to the fact that the production of accessories was included in 
the original “Declaration of Intention”. It was further stated that the design and cost 
reports had been prepared as early as July, 1958 and the project was under continuous examination 
and this was within the knowledge of the Government Director on IEL’s Board. While IEL was 
concentrating initially on setting up the explosives plant, attaining full capacity and increasing 
production further to meet rapidly expanding demand, project work on the detonator’s project was 
going on. JEL therefore protested that, just because another party, with no previous record in this 
field in India, had been granted a licence, IEL should not be prevented from entering the field. It 
was further stated; (emphasis added). 


“By its action in refusing our application the Government had defeated one of its prime objects 
in signing the Declaration of Intention i.e. to secure the collaboration and benefit of the 
research and the development of probably the most progressive manufacturer in the world - 
in the detonator field. Detonator technology is acknowledged to be one of the most 
difficult throughout the whole chemical field and most particularly in relation to the types 
needed for use in connection with “permitted” explosives in gassy coal mines. While 
we Shall be producing the most up-to-date types of these explosives at Gomia, we shall 
be unable to accept responsibility for the performance and safety of detonators manutactured 
by others which are used in conjunction with out explosives. 


“TEL seeks no monopoly position in the manufacture of explosive and detonators but believes 
it can supply the nation with the highest quality products at prices keenly competitive 
with any other producer. It has rey implemented both the letter and the spirit of 
the Declaration of Intention signed by the Government and could still be in production of 
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detonators at least one or two years ahead of anyonc else, thereby effecting a very con- 
siderable saving of foreign exchange.”* 


As a result of further discussions, in April, 1963 the Government ot India informed IEL that 
the Government was agrecable to grant them a licence for the manufacture of detonators and a licence 
was actually issued in July, 1964, for 2 capacity of 40 million. It was also indicated that the Govern- 
‘ment was agreeable to the grant of a licence to IEL for the production of detonating fuse including 
the chemical PETN iequired theicfore. As mentioned earlier, this was appa:ently one icasou why 
Atlas Chemicals was discouraged at this time from entering the field in collaboration with an Indian 
party. 


1-31 The difficulties experienced by a party attempting to enter this ficld are well illustrated 
by another example, viz., that of Kothari Plantations and Industrics Ltd. The application had been 
initially made by the Bikaner Commercial Company Ltd. in May, 1963, for an industrial licence 
for manufacturing 7500 tonnes per annum of industrial explosives in. technical collaboiation with 
M/s. P.A. Poundereries Reunics De Belque (PRB) of Belgium. There was an earlier application of 
the ccmpany for an industrial licence for manufacturing detonators. The initial idea was to float 
a new company for implementing these projects. In May, 1964 the Government told the company 
that there was no scope for the manufacture of detonators, In August, 1964 the company was asked 
by the Government to secure the sample of the type of explosives proposed to be produced in India 
from the foreign collaborators and get these approved by the Chief Inspector of Explosives. The 
Company experienced considerable difficulties in importing and testing these samples. While the 
collaborators were willing to offer the samples free of cost, the shipping charges were quite 
considerable, the Minimum quantity acceptable to the shipping lines being 100 tonnes. The com- 
pany also had to apply for permission tothe Chief Controller of Imports. The company did this in 
November/December, 1964. Arrangement had also to be made for the storage of these products as 
the company had no licence required for this purpose. It appears that even when all such errange- 
ments had been made by the company in spite of many difficulties, and the Chief Inspector of Explo- 
gives was satisfied about the arrangements made for imports, permission to import the samples was 
not forthcoming from the concerned Government authorities. After waiting for a long time, the 
shipping lines which had agreed to take the samples revoked their part of the arrangements as they 
found that restrictions placed on ships carrying explosives were inconvenient. Even though the 
Belgian collaborators attempted to make alternative arrangement, it appears that no import licence 
was received by the Company upto December, 1966, i.e., two years after their application. In the 
meanwhile, as the applicant company found that market conditions were not favourable for floating 
anew company, Government permission was sought to transfer these projects to an associate com- 
pany, Kothari Plantations. The permission which was applied for in July, 1965, was granted in 
May, 1966. An Industrial licence was issued to the company in September, 1968. The Company, 
however, appears to nave found that the market conditions were unfavourable to their going ahead 
with the project. The Company had earlier already drawn the attention of the Government in Sep- 
tember, 1966, to a news item that IEL were proposing to expand their production from 20,000 tonnes 
to 40,000 tonnes and enquired whether this was likely to be approved. It appears that financial insti- 
tutions were also doubtful about the marketability of the product and hence were not willing to ad- 
vance loans. In 1969, therefore, Kothari Plantation decided to defer the implementation of the pro- 
ject. Its licences in this field were revoked in March, 1970. 


1-32 The last example, which would illustrate the problems that arise in the way of the 
development of new units in the explosives industry is that of IDL Chemicals, the only concern which 
has upto now succeeded in establishing itself in this field in addition to TEL. This company was 
initially established in the name of Indian Detonators Ltd. It was set up initially for the production 
and sale of detonators and other accessories. In 1961-62, this company entered into an agreement 
with Komplex Trading Company of Hungary, for collaboration in the production cf detonators, 
etc, The factory for this line of production was established near Hyderabad and was completed 
by the end of November, 1964. Indian Detonators then began to explore the possibility of manufac- 
turing explosives. The idea was to make a beginning with non-permitted explosives. It envisaged 
leaving the production of permitted explosives of IEL at least for the time being. Initially the pro- 
posal was to instal capacity for the manufacture of 6,000 tonnes of NG based explosives, increasing 
it to about 12,000 to 15,000 tonnes within the next five to seven years. The IDL’s plan was to import 
bulk explosives to begin with from Yugoslavia at an economical price and to make an entry in the 
market by cartridging and packing such explosives. Their expectation was that the import cost 
as well as the further processing cost would totally amount of Rs. 3750/- per tonne as against the 
then consumer price charged in South India by IEL of Rs. 4,500/- per tonne. The Yugoslav, were 


*L.E.L’s letter dated 6th July, 1962’ to the Secretary, Ministry of Commerce & Industry. 
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apparently agreeable to supply 2000 tonnes of bulk explosives for a period of three years. They were 
also ready to supply plant and machinery and technical know-how for the manufacture of these ex- 
plosives against rupee payments. Apparently an alternative to this was suggested. Instead of importing 
bulk explosives (or master mix) from Yugoslavia, the possibility of obtaining mast mix from IEL for 
some years was suggested and explored. The composition of the master-mix and the price were 
also discussed in the early months of 1965 and at one stage IEL apparently was willing to co-operate 
in the development of this second unit for the production of explosives. However, ICI (U.K.) 
objected to IEL’s supplying any information to the new company on processing the master-mix. It 
was, therefore, suggested that the master-mix may be supplied ‘on the strict understanding that it 
is to your specification and that, apart from satisfying ourselves that the product is safe and can be 
transported, no technical service or after sales service on mixing, cartridging, etc. will be given 
by JEL.” IDL therefore dropped the proposal of obtaining master-mix from TEL. According to 
IDL, this behaviour of IEL “stalled IDL going ahead with their proposals from Yugoslavia to import 
the master-mix (sic)”. 


1-33 In the meanwhile, IDL were attempting to develop technical collaboration with Hercules 
Powder Company of USA, a major producer in the explosives industry in America. The proposal 
was to produce 3,000 tonnes NG based explosives at Hyderabad and 12,000 tonnes of A NFO and NCN 
explosives at Hyderabad, sindri and Rourkela. A letter of intent was issued to them in June, 1965, 
for a capacity of 10,000 tonnes. This was amended to 15,000 tonnes in September, 1965. Later 
IDL appear to have decided that technical collaboration with Atlas Chemical Industries would be 
better than that with Hercules Powder Company. IDL also had explored the possibility of obtaining 
technical know-how from Hungary for the production of explosives. This idea was later dropped. 
The proposal for foreign collaboration with Atlas Chemical was approved in November, 1966. After 
the samples imported from the collaborators were-examined, the industrial licence was issued in June, 
1967. The import of plant and machinery was approved:in March, 1968. the permission of the Chief 
Inspector of Explosives to start commercial production and distribution of non-permitted explosives 
was obtained in August, 1970, and production of non-permitted explosives commenced in 1971. The 
production of certain permitted explosives was also taken up in 1972. In the meanwhile, Atlas Chemi- 
cal was acquired by the I.C.1. group and IDL therefore decided to seek new foreign collaboration. 
A collaboration agreement with M/s. Dow Chemical Company, U.S.A. was sought and approved 
by Government. This was later given up as Dow-decided to get out of the explosives line. IDL 
Chemicals, has therefore recently entered into collaboration arrangement with M/s. Nitro Noble 
of Sweden. The data about licenced capacity and actual output of explosives by IDL Chemicals 
fromits inception are given in Table-5. 


1-34 It should be noted that while initially IDL was thinking of producing both NG based 
explosives and other types—-what are called Slurry type of explosives, it later gave up the idea of pro- 
ducing NG based explosives and concentrated on slury based ones. While it has been claimed by IEL 
that they were the first to introduce slurry based explosives in India, their main focus upto now has 
been on NC xplosives. IDL claims to have developed slurry based explosives exclusively and 
it also claims hat, while obtaining certain technical know-how from the foreign collaborators at 
different stages, it has developed genuine indigenous competence in the ficld and has introduced 
many innovations and attained genuine indigenous technoligical experience. It may also be mentioned 
that according to the Directorate General to Mines Safety, it was IDL Chemicals which succeeded 
in developing slurry based explosive for usc in underground gassy coal-mines and this was a 
pioneering innovation in the whole world. 


TABLE 5 


Licensed capacity and production of Explosives and Accessories by IDL Chemicals Ltd. 
PART I-—Licensed capacity 








Year Safety fuse Detonator: Detonating fuse Explosives 

(Million (Million Nos) (Million (Tonnes) 
Metres) Metres) 

1961 e a 2 « . . J * ae 64 

1962 . . ° . . . . . . 64 6° jO** 

1964 5 5 Fe ee 8 TBE 128 6°10 

1967: . . . : . P : . 87°78 128 6°10 15,000 

1972 > ‘ . ss ° ‘ : . 87°78 192 £2-10f 15,000 

1974 + : g : : : : : . 87°78 192 12°10 22,750 

1975 : . . : ‘ : : ‘ 87:78 192 12-10 30,000 





*12 million coils. — **20 million feet. $12,100 kms. 
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Part Il-—Production — 








Year - Safety fuse Detonators Detonating Explosives* 
oe Permitted Non-permitted Total 
(Mil. Met.) (Mil. Nos.) (Mil. Met.) tonnes 
1970—71° + 12°28 76°60 5-37 1161" 
1971—72 + . . ; 8°34 ' 69°75. 5-54 7 1468 1475 
1972—73 - . . 10°16 81°39 4°75 308 2494 2802 
1973—74 + . , 15+ 28 78° $3 4°27 2224 2357 $581 
1974—~75 - , : 6° 61 81:00 5°95 2675 3107 $782 
*#(5863). 
1975 . . : $120 4621 9741 





*Relates to Calendar years 1970 to 1975. 
**Total Production. ; 


Source: IDL Chemicals Ltd. 


The Present Situation 


1:35 This review of the growth of the explosives. industry in India thus shows that Indian 
Explosives Ltd., a subsidiary of ICI, has been the Pioneer in the development of the industry and has 
dominated the field right from the inccption of the industry. Beginning its production in 1958, it 
has increased its production capacity as well as actual output frcm year to year. Its licensed capacity 
has increased from 5,000 short tonnes at the beginning to 36,000 tonnes now in terms of blasting ex- 
plosives. Through most of the period it has had an actual capacity much higher than the capacity 
licensed and its cutput has also been much larger. Even in respect of other items like detonators, 
its production has been larger than the licensed capacity. The only other unit which has been able 
to make an entry in the industry, viz., IDL Chemicals, started with the production of detonators, but 
its output is for lower than its licensed and installed capacity. In 1975 it produced only 81 million 
detonators as compared to a licensed and installed capacity of 192 million. Its production of other 
items like detonating fuse and safety fuse is similarly lower than the licensed and installed capacity. 
Its entry in the production of blasting explosives has been only recent. It has introduced a new type 
of explosives, namely Slurry explosives, in the country, but its output continues to be lower than its 
licensed and installed capacity. Thus in the year 1975, its production was only 43% of its licensed 
capacity of 22,750 tonnes. 


Other Types of Explosives 


1:36 In addition to the types of explosives indicated above, two other types of explosives are 
also being produced in the country, namely, liquid Oxygen Gas (LOX) and Ammonium Nitrate (ex- 
plosive grade) used along with Fuel Oil (ANFO). Liquid Oxygen explosives is prepared by seeking 
a cartridge of cellulosic absorbent in liquid oxygen. The cartridge is manufactured by M/s. Indian 
Oxygen Ltd. at their factory at Ranchi and liquid oxygen is obtained from their own and/or the cus- 
tomers air separation plants near mining areas. The firm’s current cartridge manufacturing capacity 
is equivalent to 3,000 tonnes of explosives per annum. It is stated that no industrial license is required 
for the manufacture of this product at present. The production of LOX by Indian Oxygen 
Ltd. during the past five years is given below : 


TABLE 6 


Production of Explosives 





Year ended Quantity of LOX (in terms of 
tonnes of explosives) 
LR A eee 


1 : : 2 
1972: : : 5 . . : : . . : . . E . 1,821 
1973: : : . 5 ‘ . ‘ . . . E . . . 1,556 


errr Ns ee en 














1 2 
1974 « . . . . . . . . . . . . . . 1,401 
1975 ° . . . . . . . . : . . . . . . 1,455 
1976-. «+ °s . . ooo. . . . . . . . . 1,558 





Source: Indian Oxygen Ltd. 


The Fertilizer Corporation of India Ltd., is producing Ammonium Nitrate of explosive grade 
and marketing it. The current capacity is 9,000 tonnes per annum and FCI has developed a market 
for this product to the extent of 6,000 tonnes. 


CHAPTER II 


THE APPLICANT COMPANY 
LCI. (U.K) 


2.01 As indicated earlier, the applicant Company is a subsidiary of the Imperial Chemical 
Industries (U.K.). The ICI (U.K.) was formed in 1926 by amalgamating the then four leading 
British Chemical Companies, viz., Nobel Industries Ltd., Brunner, Mond & Company Ltd., the British 
Dyestuffs corporation Ltd. and the United Alkali Company Ltd. The formation of ICI represented 
the largest such operation undertaken in Great Britain up to that time. The merged companies 
could together tackle any branch of the chemical industry. ICI has its main subsidiaries in England, 
Scotland, Argentina, Australia, Canada, West Germany, Netherlands, India, Kenya, Malaysia, Paki- 
stan, South Africa, and the United States of America; and has principal associated companies in 
England, Australia, Belgium, Bermuda, India, South Africa and United States of America. 


2:02 At the time of the amalgamation in 1926, the constituent companies manufactured 
products such as acids, alkalis, ammonia, chlorine, dyes, explosives, fertilisers, leather-cloth, non- 
ferrous metals and paints. Since then the Group has expanded into such fields as fibres, petro-chemi- 
cals, plastics, pharmaceuticals, insecticides, weed-killers and wallcovering, and its products are sold 
to a wide range of industries including the textile, agricultural, engineering, chemical, building, mctor, 
aircraft and plastics industries. Although the U.K. still accounts for the major part of the Group’s 
manufacturing assets, more than half the goods sold overseas are manufactured by subsidiaries abroad, 
the remainder being mainly goods exported from the U.K. Manufacture overseas is undertaken on a 
large scale by subsidiary or associated companies in Australia, Canada, the United States of America, 
Western Europe, India, South Africa and the Argentina. Altogether the overseas interests of the 
Group comprise subsidiary or associated companies in fifty-five countries and there are selling agents 
in many others. 


2.03 The Group turnover (excluding Carrmgton Viyella Ltd. and its subsidiaries acquired 
during 1971 amounted to £ 1,524 million during the financial year 1971. The Company employed, 
on an average, 1,37,000 employees in the U.K. in-1971, and 53,000 overseas. Consolidated fixed 
assets employed as on December 31, 1971, amounted to £ 1,157 million.* 


The Structure of the Applicant Company 


2:04 As already mentioned earlier in this Report, Indian Explosives Ltd. was registered in 
1954 on the basis of a “Declaration of Intention” which had been agreed upon in 1953 between the 
Government of India on the one side, and ICI (U.K.) and ICI (India) on the other, for the purpose. 
of setting up production facilities in India for the production of blasting explosives and related items. 
The capital structure initially was one where 80% of the share capital was held by ICI (U.K.) and 20% _ 
by the Government of India. This position continued till 1968 when fresh share capital was issued. 
by the Company for the purpose of setting up a fertiliser plant near Kanpur. As a result of the change 
in the structure of equity holding at that-time, the equity held by ICI (U.K.) was reduced to about 
51%. The present pattern of shareholding in the company is given in Table 7. This will show that 
the Government of India and public sector financial institutions control a little less than 20% of the 
equity, while non-resident shareholders control a little less than 60% including 51% controlled by 
ICI(U.K.). About 20% of the equity is held by private individuals and companies in India. 


TABLE 7 
The Shareholding in TEL 
Part I—Pattern of Shareholding 


Nominal Capital 2,50,00,000 Equity shares of Rs. 10 each Paid up Capital 2,14,82,000 Equity Shares of 


Rs, 25,00,00,000 Rs. 10 each=Rs. 21,48,20,000 
No. of Shares Percentage to total 
1. Non-Resident 
(i) ICI (U.K.) - . ‘ . . 1,09,60,000 51-02 
(ii) National & Grindlays Bank, London. ‘ 2,00,000 0°93 





*The information is based on Jane’s MAJOR COMPANIES OF EUROPE, 1973, edited by Lionel F. Gray and 
Jenathan Love, Simpson Low, Marston & Co. Ltd., London, (pp.c 245-247)... | 
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TABLE—7- Contd. 


nn 











1 2 3 
(iii) IFC Washington a: P : ‘ 17,00,000 7.91 
(iv) Individual (Grouped) - . : : . 27,196 0-13 
59+99 
2. Resident 
(a) The President of India . : . 27,40,000 
(b) Public Financial Institutions 
(i) Life Insurance Corpn. of India: ‘ ‘ 4,49,815 2°07 
Gi) United Trust of India - . , : : 1,84,180 0: 86 
(iii) Nationalised Banks & General Insurance Com- 
panies (Grouped) 8,89,841 4°14 
19°82 
3. Others comprising Indian Companies, Indian Resident— 
Individuals ete. - 43,36,968 20°19 
4. Total . . . . . ‘ . 2,14,82,000 100: 00 





nn nn Se eee 


Part I1l—Ten Major Shareholders in IEL 





Name vet No. of shares Percentage to total 

a es 
(i) Imperial Chemical Industries as London 1,09,60,000 51-02 
(ii) President of India . : 27,40,000 12:75 
(iii) International Finance Be: Washingt : 17,00,000 791 
(iv) Life Insurance Corpn. of India : . 4,43,815 2.07 
(v) New India Assurance Co. Ltd. - ' . 2,94,621 1-37 
(vi) National & Grindlays Bank Ltd., London —- 2,00,000 0°93 
(vii) Unit Trust of India - : 1,84,180 0: 86 
(ix) The Oriental Fire & General Is a Oe “ 101,108 0-47 
(x) Bank of India ' ° 70,187 0°33 
78.37 








Source: The applicant Company. 


2:05 The applicant company has admitted interconnection with the following companies -— 


(i) The Alkali & Chemicals Corporation of India Ltd. 
(ii) Chemicals & Fibres of India Limited. 
(iii) Atic Industries Limited. 
(iv) ICI (India) Private Limited 
(v) Ciba of India Limited 
(vi) Cibatul Limited 
_ (vii) Cynamid India Limited 
(viii) Atul Products Limited 
(ix) Ameer Trading Company 


The basis on which interconnection is admitted has been explained as follows :— 


“Imperial Chemical Industries Limited holds more than 50% shares in Indian Explosives 
Limited, the Alkali & Chemical Corporation of India Limited, Chemicals and Fibres of 
India Limited, ICI (India) Private Limited and Atic Industries Limited and as such are 
interconnected undertakings. 


“Indian Explosives Limited also appears to be interconnected with Atul Limited which holds 
50% of the equity in Atic Industries Limited. On the basis of data made available to the 
Company it appears that Cynamide India Limited, Ameer Trading Corporation Limited 
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and Cibatul Ltd. are undertakings interconnected with Atul Limitéd. It is also believed 
that Cibatul is interconnected with Ciba of India Ltd.” 


2:06 The Company is managed by a Board of Directors consisting of seven Indian and four 
British Directors. Out of these eleven directors, four work whole-time for thé company. The Chair- 
man of the company is the Chairman of ICI (India).. There are two Government nominees and one 
representative of public financial institutions on the Board.* 


2:07 The Managing Director of the company looks after the two divisions of the Company, 
viz., the Explosives Division and the Fertiliser Division. The plant for the production of explosives 
is located at Gomia in Bihar and the plant for the production of fertilisers is located near Kanpur 
in Uttar Pradesh. As both the units are large in size, there are elaborate management organisations 
both at Gomia and at Kanpur. The Company has claimed that it is a professionally managed Com- 

any and the technical and managerial Competence of the staffis claimed as a major source of strength. 
“All staff including the members of the Board of Directors are selected on the basis of their professional 
qualifications and experience and the specialists in their respective areas of responsibility, be it engi- 
neering, chemistry, accounts or general management. Professional competence of the staff is sustained 
and further developed through an extensive system of training and management development pro- 
grammes. Qur access to the ICI Organisation in U.K. is of considerable help in this respect”. (Em- 
phasis added) 


Foreign Collaborations 


2.08 The Company established the manufacture of blasting explosives on the basis of a 
technical collaboration agreement with its parent Company, namely, the ICI Ltd. (U.K.). The agree- 
ment was for a period of 20 years from 1-6-1955; it has now expired. The agreement provided for 
payment of royalty at the rate of 2.5% of the gross turnover till a sum equivalent to 10% of the 
total capital expenditure incurred on the project was paid, and a further royalty at the rate of 2.5% 
of the gross turnover during the life of the agreement, i.¢., upto 1-6-1975. In addition it also provided 
for reimbursement in sterling of all out-of-pocket expenses. For the manufacture of detonators as 
well as safety fuse, the company entered into technical collaboration agreement with its parent Com- 
pany, involving a royalty at 5 ane the net sales value of high quality fuse from the date of the sale of 
first one lakh coils for a period of 15 years (i.c., upto September, 1975) and reimbursement in sterling 
of design and engineering charges and out-of-pocket expenses, upto a maximum of Rs. |-5 lakhs 
in the case of detonators, and Rs. 5 lakhs in the case of safety fuse. No royalty payment w4s involved 
for the manufacture of detonators and common fuse. Both the agreements were for a period of ten 
years and have now expired. The Company also entered into technical collaboration agreement 
with its parent Company for the manufacture of fertilisers. This agreement is valid for a period of 
ten years from May 3, 1967. In addition, the company is having a number of licence agreements with 
its parent Company and three other foreign companies. These agreements involve lumpsum payments 
of £ 1103,500 and £ 75,000.I n addition to this, the Company has also entereg into a technical colla- 
boration agreement with its parent company on 30th December, 1971 for its Nitrocellulose Plant, 
involving a lumpsum capital payment in Sterling, equivalent to Rs. 4.5. lakhs in three instalments, 
The details of the various collaboration agreements may be seen in Appendix III. 


2:09 It will be seen that even though ICI (U.K.) held 4/Sth of the equity in the initial period 
and continues to have controlling equity right upto now, for every transfer of technical know-how, 
separate levies have been laid down. The terms of collaboration appear to have been more stiff in 
the earlier years, compare, for example, the collaboration relating to blasting explosives with these 
in respect of detonators and fertilisers. This is possibly due to the fact that other collaborations 
had already become available for these products by the time the proposal came up. It may also be 
noted that when the proposal for setting up the manufacture of detonators was initially made in 196], 
it had been suggested that for the supply of technical information for the design, construction and 
operation of the plant and for continuing development information, a royalty at a rate of 33% of 
the net sales value would have to be paid to ICI (U.K.) for a period of 10 years. It was also suggested 
that the cost of the design and out of pocket expenses would amount to £ 80,000 (rupees 10-7 lakhs). 
When it was observed that the Government was not very enthusiastic about IEL’s taking up the manu- 
facture of detonators, these terms were diluted to a research fee calculated @ 2% of the net sales value. 
and of the design charges and out-of-pocket expenses amounting to £ 42,000**. Finally what was 
accepted was reimbursement of deisgn charges and out of pocket expenses to the extent of about 
Rs. 1-5 lakhs and no royalty payments. 





————— 


*This information is based on the situation as it prevailed in 1975, 
TIEL’s letter dated 24th July, 1961, to the Ministry of Commerce & Industry, Government of India. 
**IEL’s letter dated 9th December 1961 to the Ministry of Commerce and Industry, Government of India. 
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The Development of the Explosives Division 


2:10 As mentioned in the previous Chapter, Indian Explosives was the pioneer in India in 
the production of blasting explosives. Data given in Table 1, Part II above show a remarkable rate 
of growth in production, which increased from less than 2500 tonnes in 1958 to over 35,000 tonnes 
in 1975, an annual growth rate of about 77%. The only major set back to production of blasting 
explosives was in the year 1973 when there was a serious accident. However, the difficulties resulting 
from the accident were soon overcome and the production of blasting explosives picked up and further 
increased. As regards the composition of their production, explosives of small as well as large dia- 
meter. were introduced from the beginning of production. What are called permitted explosives 
were introduced only from 1963-64 with P-I being introduced in that year, P-3 from the next year 
and P-5 only from 1969-70 (See Table 8). Explosives other than NG were introduced from 1961-62 
ei slurry explosives are claimed to have been introduced from 1968-69. These were large diameter 
explosives. 


2-11 JEL’s entry in the field of detonators has already been dealt with in the a earlier Chapter. 
They were licensed a capacity of 40 million detonators and set up the plant and started production 
in 1966. In the case of safety fuse, an industrial licence was issued in April 1957 for 5-6 million coils 


per annum and the capacity was increased to 10-J million coils in November 1960. Production 
commenced in 1960. , 
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2:12 JEL applied in. April, 1963, for an industrial licence to manufacture 15 million feet of 
detonating fuse and 96 tonnes of PETN in technical collaboration with ICI (U.K.). In May, 1964, 
TEL was informed by the Government that it will not be possible to issuc a licence for the manufacture 
of detonating fuse. However, in July, 1969, IEL submitted a proposal to the Chief Inspector of Ex- 
plosives (CIE) for permission to manufacture detonating fuse, an item classified under the Explosives 
Rules as “Explosive Class 6 Division 2.” *CIE asked IEL to supply a photostat copy of any letter 
of intent which must have been obtained from the Ministry of Industrial Development permitting 
the manufacture of detonating fuse. JEL replie¢ that such permission was not required as their 
proposal was to manufacture a new article without obtaining a licence under the Act on the basis of 
the liberalised industrial policy released vide Press Note No.2(14)/Lic./Pol./66 dated 4th June, 1968. 
The liberalised industrial policy announced by the Government in June 1968 had granted indus- 
trial undertakings the freedom to diversify their producticn by taking up the manufacture of new 
articles without obtaining an industrial licence provided that no additional plant & machinery was 
installed except indigenously procured minor balancing equipment, no additional foreign exchange 
expenditure was involved and the diversified production did not exceed 25% of the total production. 
In view of this relaxation IEL apparently not only decided to take up the manufacture of detonating 
fuse as a diversification of their safety fuse production, but also went ahead with the construction of 
the plant without waiting for the approval of the CIE. According to TEL, the Scheme was discussed 
with the CIE as early as March 1969 “and his verbal approval obtained for the design and cons- 
truction of the building in conformity with the Explosives rules and regulations. In July, 1969 we 
also informed CIE in writing that the construction of the plant has been started**. However, the 
CIE, when approached for formal approval in September 1969, raised the question whether the 
Ministry of Industrial Development has authorised the Scheme. This view was also reiterated by the 
CIE as late as in April, 1970. The CIE also referred the matter to the Ministry of Industrial Deve- 
lopment. IEL submitted to the Government that “had it not been for the necessity, in our instance, 
of obtaining technical clearance of the CIE required. under explosives rules, we would have completed 
construction of the plant and also started production before the end of the last year and if we were 
to abandon our scheme at this stage, the financial loss to our company will be substantial as more 
than 60% of the project cost of Rs. 7 lacs has already been incurred or committed. Moreover, 
the extension of the fuse plant building has nearly been completed and this firm order placed for the 
major plant and equipment.”* The Ministry referred to the revised industrial licensing policy 
of the Government announced in March 1970, which placed many restrictions on the growth of larger 
houses and suggested that IEL should obtain alicence for undertaking the manufacture of detonating 
fuse.** TEL had already claimed that as the diversification had been carried out strictly as per the 
Government’s liberalised policy announced in June 1968, and since effective steps had been taken 
to proceed with the project, the restrictions in the latest policy statement should not apply in this 
instance. IEL further reported in May, 1970, that what was proposed was the manufacture of a 
relatively small quantity of detonating fuse by diversifying production of their safety fuse plant, for 
which IEL already had a licence. ‘With changes in mining practice, and the increase in the number 
of fuse manufacturers, production of safety fuse at Gomiais declining, and is well below the licensed 
capacity. The object of diversifying p.oduction is to utilise the resulting idle capacity and suiplus 
manpower**, Further, it was pointed out, the proposal to manufacture detonating fuse was discus- 
sed in detail by the Board of Directors in April, 1969 and the Board gave approval “with the full 
knowledge of the two Government directors concerned”. In July, 1969 the CIE was officially infor- 
med that construction of buildings had startéd. As there was no official response for many months, 
work on modification to plant and buildings was largely completed. JEL therefore requested a re- 
consideration of the decision to insist on an industrial licence application. In this 
connection, it may also be noted that, for the process of manufacturing detonating fuse, the detailed 
drawings and process information were obtained from the ICI’s Nobel Division free of Cost. As a 
result, no permission for collaboraticn etc. was necessary. 


2:13 The Government, apparently after giving further thought to the matter, decided to 
grant the necessary permission. In September, 1970, the CIE.was informed by the Ministry of 
Industrial Development that “on reconsideration Government have no objection to a permission 
being granted to M/s. Indian Explosives Ltd. for the manufacture of detonating fuses in their under- 
taking at Gomia under the Explosives Rules, 1940.” As according to the revised licensing policy 
a licence was required, IEL were advised to apply for an industrial licence. In November, 1970, 


a ee eS 

*JEL’s letter to the Ministry of Industrial Development dated March 14, 1970 and the letter from the Department of 
Explosives to the FEL dated 9th April, 1970. 

**Letter from the Ministry of Industrial Development to IEL dated 24th March, 1970. 

*JEL’s letter to Ministry of Industrial Development dated 29th May, 1970. It may also be noted in this connection 
that as indicated in Table I part II of this Report, the production of safety fuse had declined to 5-84 million coils 
in 1967.68 as compared {a 7-37 million coils in 1967-68. Tt again rose to 7-44 million coils in 1968-69 and declined - 
6:99 million coils in 1969-70. It may also be noted that the licensed capacity for safety fuse has been 10-1 million 
coils which has never been attained in actual output. 
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IEL applied for a ‘Carrying-on-business’ (COB) licence for the manufacture of 2-8 million meters 
of detonating fuse per annum. This application of IEL was opposed by Indian Detonators Ltd. 
which was already manufacturing detonating fuse. It was pointed ovt on their behalf that though 
their licensed capacity was about 6,000 kilometres, their actual installed capacity was larger by about 
30% as the minimum economic unit was larger. At the same time, the demand had steadily gone down 
and IDL had to resort to exports so as to ensure better utilisation of capacity. It was, therefore, 
pointed out that licensing of further capacity would worsen the situation. The Government how- 
ever decided that, in view cf the expenditure already incurred or committed by IEL for the construc- 
tion and installation of plant, a COB licence on maximum utilisation basis may be granted. The 
Industrial licence for 28 takh metres of detonating fuse was thus granted to [EL in October, 1971. 
Production of detonating fuse had already started in August, 1971. , 


2°14 The only major activity that IEL has undertaken outside the explosives field has been 
that of the production of fertilisers. TEL applied for an industrial licence for the manufacture of 
urea fertilisers in 1965 for the erection of what was then claimed as Asia’s largest urea plant. A 
licence was granted in 1966 for a capacity of 450,000 tonnes per year and production commenced in 
1969, The importance of this plant, it is claimed, can be gauged from the fact that at present it pro- 
vides over 12% of the nitrogenous fertliisers produced in India. : 


Quality Control 


. 2°15 The applicant Company has pointed out that an elaborate system of quality control 
has been set up in the explosives plant to ensure a consistently high standard of quality of the finished 
products. Because of the dangerous nature of the products, the system has built in safeguards so 
that the products not only give optimum performance but are also safe to handle. Detailed speci- 
fications are drawn up for various types of products taking into account the end use as well as custo- 
mers requirements. Statutory requirements as Jaid down by the Chief Inspector of Explosives 
and the Director General of Mines Safety are also incorporated in the product specifications. Speci- 
fications are also prescribed for various intermediates and raw materials, and operational controls are 
so laid down as to ensure that these are observed. Thorough testing of samples submitted 
by prospective suppliers is carried out before selecting a new source of raw material. Wherever 
required, technical assistance is given to suppliers to improve the quality of raw materials to bring 
it to the required standards. Statistical quality control techniques are used for the testing of raw 
materials, intermediates and finished products, and cent per cent inspection is carried out for a 
few critical items. 


2°16 In drawing up the various specifications, reliance is placed on informption received 
from overseas associates as wellas IEL’s own past experience. Itisclaimed by IEL that their products 
confirm to internationally accepted quality standards, Customer’s experience and complaints are also 
taken into account by the Technical Service Department and feedback on all sales experience is received 
from the field for the purpose of maintaining and improving quality. 


Marketing 


2°17 The applicant Company has pointed out that, in the explosives field, some 80% of their 
sales are to Government and public sector corporations and 10% to large consumer. Only the re- 
maining 10% issold to smaller customers. They have pointed out that they have built up a country- 
wide organisation to maintain a proper and adequate service to their customers. In view of the 
hazardous nature of explosives, and also to ensure the best possible use of available material, direct 
contract with the large majority of customers is considered essential and this is organised through the 
visits of the Company’s sales representatives and also executives from its main offices. Sales re- 
presentatives are posted in all key areas so that they are in regular contact with customers to see that 
supplies are available when required and also to answer technical queries. A system of magazines 
of explosives located at strategic points has been organised to ensure ready availability of products. 
There is a large team of technical service engineers maintained by the Company for assiting customers 
with their technical problems. The technical Service Department, it is claimed, is also actively engaged 
in the introduction of new products and new methods so that customers may always be within the 
reach of the latest techniques in the utilisation of explosives. 


2:18 While large customers are supplied direct from Gomia either by rail or by road, other 
customers are supplied from magazines. In certain areas the services of consignment agents, who 
store and despatch products, are also used. IEL also employ a large number of distributors who 
purchase JEL’s products and sell to their own user-customers. The distributors are selected taking 
sd account their ability to service customers, they usually “have a long history of association” with 
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2:19 The applicant Company has explained that wher stocks are inadequate ‘‘we have 
clear understanding from Government as to the basis of distribution’. Certain priority users, 


such as coal mines and metallurgical mines, have to be catered to first. Major public projects also 
receive priority. 


2:20 Specially with a view to help theaoptimum and safe use of blasting explosives in mines, 
IEL maintains a full fledged Technical Service Department manned by experienced and well quali- 
fied mining engineers. The services rendered by this Department to customers include not 
only attention to technical problems but also study of the specialised requirements of different 
segments of the industry and of individual customers. One of the most striking examples of the 
importance of the close relationship maintained with customes has been, according to IEL, the deve- 
lopment of a system of ‘‘blasting-off the solid” for winning coal without the use of coal cutting ma- 
chines which are scarce. “This development involved designing of a blasting technique and desig- 
ning of special explosives and detonators”. It has been claimed that this system, now fully established, 
has not only enabled the coal industry to meet the high targets of production set for it, but has also 
given important economies by reducing the mining cost of coal and also saving foreign exchange 
on the import of coal cutting machines. 


Research and Development 


2-21 Quality control as well as research and development are organised in a section inde- 
pendent of the production section in the Explosives Division. It has been pointed out that R & D 
work commenced in the Explosives Division right from 1958. It was also taken up in the Fertiliser 
Division in 1970. It has been pointed out that R & D equipment including a pilot plant 
worth Rs. 23 lakhs has been installed in the Explosives Division. The annual expenditure on R & D 
in the last few years is shown below :— 


TABLE 9 


Expenditure on R & D by IEL 








———— ee 


70-71 T1—72 72—T3 73—74  J4—T5 
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For Explosives 


Division of IEL : 

Rs. lakhs - . . . . . ° 9 8 10 13 20 

% of turnover - : . . . . 0-64 0-50 0:63 0:57 0°69 
For IEL as a whole : . 

Rs. lakhs - : ‘ : : * 25 24 29 32 40 

% of turnover - . ‘ . . ‘ 0-16 0:49 0:74 0:45 0:40 





Source ; The applicant Company. _ 


It will be seen that the expenditure has more than doubled in the last few years and constitutes 
about 0:6°% of the turnover. It will be noticed that the proportion of R & D expenditure for the 
Company as a whole is less as compared to that in the Explosives Division; this indicates that the R&D 

expenditure constitutes a smaller percentage of the turnover in the Fertilisers Division. 


2:22 The applicant Company has pointed out that it had recognized from the beginning that 
the sophisticated and specialised technology involved in the explosives industry had to be backed 
by a first class Research and Development set up. That is why a nucleus of R & D was formed 
right at the beginning cf the production unit so that the products could be adapted to local conditions 
and made from indigenous raw materials. JEL has further stated “Over the years we have built 
up our R &D set up so that Gomia is today one of the most important centres in the world for R & D 
on explosives. ... R&D efforts at the factory and technical service efforts in the field are constantly 
devoted to monitoring the quality and performance of our products with a view to achieving better 
and better quality and full satisfaction to our customers. This involves setting up of specification 
standards, devising of performance tests, substitution of imported, scarce and expensive raw materials, 
modifications of explosive compositions to meet specific customer needs, investigation of complaints 
from customers, optimisation of plant efficiencies, etc. 


$9—10 M of LI & CA’ND/79 
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“Several new products have been developed as a result of the study of the needs of the mining 
industry. These products would give the customers a wide range from which to choose a product 
which will give them optimum blasting performance at minimum cost. Seismic explosives have been 
developed for the specfic need of seismic prospecting for oil, both within the country and for the 
export market. 


“R & D work has also been of considerable benefit to our production units in optimising 
plant output rates, increasing efficiencies and in pollution control. 


“Apart from the work in support of the existing lines of manufacture, we have been keeping 
abreast of the new developments in the explosives technology in the world. We were the first to 
undertake work on slurries and Dry Blasting Agents in India and, as a result, the first large diameter 
slurries in the country were put on the selling range by us as early as 1968. We were also the first 
market a cartridged small diameter Dry Blasting Agent in 1973 for which a patent has been filed. Our 
work on small diameter slurries carried out since 1969 has been of a pioneering nature and has genera- 
ted a wealth of background information relating to mechanism of sensitisation of slurries, formula- 
tion techniques and mechanical cartridging equipment and demonstrated the need of a chemical 
sensitiser. Evaluation of several possible sensitisers has been carried out and we have come to the 
conclusion that potentially the HAMN type are the most promising. As the use of this sensitiser had 
already been patented by CIL we have now arranged to obtain the necessary licence so that, with the 
expertise and experience generated by our R & D work on small diameter slurries, we are able to 
launch a new range of small diameter slurries in the shortest possible time. 


“A Slurry Pump Truck for bulk transportation of slurry to the blasting site and pumping of 
the slurry into bore holes has also been developed by us. 


“Explosives systems were specially developed by us for underwater blasting such as is required 
for harbour deepening and dock-yard expansion. Anticipating the importance of exploration for oil 
to the national economy, we had undertaken development of products/systems that might be needed, 
such as Seismic Gelatines and Shaped Charges. We have also been working on development of 
other new applications for explosives”. 


2:23 R & D work in the field of explosives is not only concerned with product development 
but, it is claimed, it also covers fundamental studies in explosives technology, import substitution 
and the production of better materials as well as the use of better processes. Detailed information 
about the patents obtained and applied for-as a result of the R&D work in the IEL will be found 
in Appendix IV. According to IEL’s own estimates, out of ten major contributions (which can 
lead to patents), five related to adaptive improvement and five the basic development. 


2°24 IEL had also been asked to distinguish between the expenditure incurred on innovative 
R &D and that incurred on supportive R & D. The information supplied will be found in Table 
10. The data are not fully comparable to the data given in Table 9 above. According to IEL, how- 
ever, innovative R &D gets a far larger share than support R & D. It has also been claimed that a 
substantial number of qualified personnel have been employed by the applicant company for the 
purpose of its R & D effort. 


TABLE 10 
(Break-up of R & D Expenditure by IEL) 


Year Supportive Innovative Grand Total 
(Rs. lakhs) (Rs. lakhs) Rs. in lakhs 
Revenue Capital Total Revenue Capital Total 
1971-72: . : 9-15 0:57 9-72 6-26 4:95 11-21 20:93 
1972-73: . . 9-56 0:58 10-14 7-13 5:00 12-13 22.27 
1973-74 - . ’ 12°12 1-83 13-95 10-00 4:60 14-60 28°55 
1974-75 - : . 15-20 0:76 15-96 14-10 22:13 36-23 §2:19 


1975-76 - : : 18-00 3:00 21-00 22°00 22°00 44-00 65-00 





Source : The applicant Company. 
Capital Structure of the Company 


2:25 Autherised, Issued and Subscribed Capital:--The authorised share capital of the Com- 
pany as on 30th September, 1975, was made up of 83-20 lakh equity. shares of Rs. 10/- each and 166-80 
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lakhs ‘A’ equity shares* of Rs. 10/- each, making a total of 250 lakhs equity shares of Rs. Lu/- each. 
The authorised share capital of the Company thus amounts to Rs. 2500 lakhs. The paid up 
capital is made up of 48-02 lakhs equity shares of Rs. 10 each and ‘A’ equity shares of 166-80 lakhs of 
Rs. 10/- each both fully paid up. Thus the total number of shares fully paid up is 214-82 lakh. 


2°26 The above paid up share capital of this Company includes 13-72 lakhs Bonus shares of 
Rs. 10/- each issued by the Company as fully paid up in 1965-66. The Company issued these bonus 
Shares by capitalisation of reserves from 





Rs, /lakhs 
(a) Share premium account ‘ . . . . . ; , F 51-60 
(b) General reserves : : . . . . . ‘ . ; 67°16 
(c) Dividend equalisation reserves : ‘ ‘ ‘ ‘ ‘ . ; 18-44 
Total ‘ , : F ; 137-20 





2:27 It would be seen from the information given in Table-7 earlier that Imperial Chemical 
Industries (U.K.), who are the major non resident shareholders of the Company, hold 109-6 lakh 
shares. A further analysis of the shares held by ICI (U.K.) reveals the following position:— 


TABLE (11 
Shares held by [Cl in 1961 and subsequent additions 
(i) 1961: ' : ’ + 24-00 lakhs 80% of total 
(ii) 1966 (Bonus) - Bs 9:60 lakhs 
(iii) 1968 (new) ' ‘ + 76°00 lakhs 
Total - . . * 109-60 lakhs 51-02% of total 





Source : The applicant Company. 


Prior to 1961, the shares were held beneficially by ICI (India) Pvt. Ltd. on behalf of Imperial 
Chemical Industries Ltd. (U.K.). In 1965-66; the:Company issued bonus shares of 13-72 lakhs. 
Out of these, ICI (U.K.) were issued 9-6 lakh shares. In 1967-68, ICI were issued 76 lakhs shares 
for cash. This was for financing the fertiliser project. The International Finance Corporation (IFC), 
Washington (USA), acquired 21-50 lakhs equity shares at the same time. These shares are now 
being disinvested to the Indian Public and the Current holding cf 1.F.C. is 17-00 lakh shares. 4-30 
lakh shares of the face value of Rs. 10/- each were issued to the Indian public in 1964-65. These were 
issued at a premium of Rs. 12 per share. Out of the issue for the fertiliser project, 19 lakh shares 
were issued to the Government of India and about 50 lakh to the existing Indian shareholders and 


other Indians. 


2°28 The growth of paid up capital of the Company since the inception of the Company 
has been as under :— 








TABLE 12 
Growth of Paid-up Capital of TEL 
Year as at 30th Sept. No. of Equity Shares Face Value Rs. Paid up Value Rs. 
1954 + + + + + + + 20,00,000 2,00,00,000 10,00,067 
1956 ‘ : ‘ : 2 : 20,00,000 2,00,00,000 1,00,00,035 
1957 : a : 3 i : : 20,00,000 2,00,00,000 2,00,00,000 
1959 : : : 3 7 . 30,00,000 3,00,00,000 3,00,00,000 
1965 . : : 7 . . 7 34,30,000 3,43,00,000 3,41,82,645 
1966 : : : : 5 : + 48,02,000 4,80,20,000 - 4,80,20,000 
1968 ‘ : : : : : > 2,14,82,000 21,48,20,000 13,15,94,697 


*These shares were issued in 1967-68 for financing the fertiliser project and were not to participate in dividends 
for some years. Otherwise they are on par withthe other shares. 
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TABLE 12—Contd. 


ae 





I <3 3 4 
1969 + + + + + + + 2514,82,000 21,48,20,000. 21,41,18,310 
1970 + + + + + + + 2,14,82,000 21,48,20,000 21,46,32,945 
71° + + 8 + 2,14,82,000 21,48,20,000 21,48,20,000 





Source : The applicant Company. 


2:29 The Government had suggested to IEL in May 1964, during discussions on the pro- 
posal of a licence to manufacture detonators, that the equity participation of ICI (U.K.) in IEL should 
be reduced from 80% to 70% in the first instance, and then to 60%*. Apparently IEL agreed to this. 
IEL has however claimed that “IEL has voluntarily, and much in advance of the passage of the Foreign 
Exchange Regulation Act, 1973, progressively reduced the equity holding of ICI from the original 
level to (sic) 80% to 51%, where it rests today”’**. 


Financial Working 


2:30 Information about the financial working of the Company from 1964-65 to 1974-75 is 
given in Table 73 Part I and If. It needs to bz noted in this connection that the fertiliser project of 
TEL commenced operation in 1969-70. The analysis of the financial working shows that the pro- 
fitability of the Company has been generally high; it was specially high before the Company’s entry 
in the fertiliser field. The profits on sales were around 26% in the years 1964-65, 1965-66 and 1966-67. 
With the beginning of the fertiliser project;--capital-work-in-progress increased considerably 
in 1967-68. The profitability on sales has been at a lower level since then. Similarly the profitability 
on capital employed was high earlier (417%. in 1965-66 and 38-2°% in 1966-67). It has been lower 
in subsequent years. This suggests that when the Company was engaged purely in explosives pro- 
duction, its profiitability was much higher. Though separate data are not available to support such a 
hypothesis it is possible that even now the profitability of the Explosives Division may be much higher 
than the profitability of the Fertiliser Division. After all the Company has a semi-monopoly position 
in explosives while it has no such market advantage in fertilisers. Moreover, the IEL is not quite- 
free to set its fertiliser prices as it likes. We shall examine the pricing policy further in a subsequent 


section. It may be seen from Table 13 that the Equity debt Ratio of the Company has been comfor- 
table and this ratio was 1:0:31 in 1974-75. 


2°31 Asaresult of its good profitability, IEL has been paying good dividends. Ex- 
cept for the first three years up to 1960-6! and in 1973-74 dividends have been above 15%. The 
dividends were 20% in 1964-65, 17-5% in 1965-66, 15% in 1966-67 and 1970-71, 17-5% in 1971-72 
and 1972-73, 12% in 1973-74 and 20 % in 1974-45. 


TABLE 13 


Statement showing Financial Position of IEL 
Part I —- 1964-65 to 1968-69. 





(Rs. lakhs) 
(year ending 30th September) 

Capital Employed —_— 
1964-65 - 1965-66 1966-67 1967-68 1968-69 
1. Fixed Assets - ‘ : : P : . : 834-90 962-84 1073-79 1108-05 1176-24 
Less Depreciation - : . : : ‘ : 287-27 352°59 421:02 492-68 565-28 
Net Assets : : . . . : ; 547-63 610-25 652°77  615°37 610-96 
2. Current Assets- y . - : . ‘ : 229-27 337°37 409-23 819-52 830-24 
3. Current Liabilities - : . . : . . 221:07 296-24 270-62 655-21 574-99 
4. Working Capital (2-3) —- 5 : : : : 8-20 41-13 138-61 164°31  255°25 
5. Capital Employed (1+4) - o : t . : 555-83 651°38 . 791-38 779-68 866-21 


*Government of India, Ministry of Industry, Letter No. Pr. C. 8(1)/61-Ch. TH dated the 19th May, 1964 to TEL. 
**JEL’s letter to the Commission dated the 19th December, 1975. 
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TABLE 13—Contd, 


Statement showing Financial Position of 1EL—Contd. 
Part I~-1964-65 to 1968-69—Contd. 











1 2 3 4 5 6 
A LLL LLL LLL OE LE OL LL RA SE 
Financed by : 

Equity - . . 7 * . . . . 341°83 480:20 480'20 1315-95 2141-18 
Reserves and Surplus: . ‘ ° ‘ . *. 269°52 187°45 240-33 289:95 360°67 
Secured Loans: = * + ttt 23-93 5-O1 154-07 901-45 2187-58 
Unsecured Loans : : . ; . . : : ea 20:39. 21:36 540°12 840:71 
Tote 65 BE GORA —89S-96 BORAT —S5HOa 
Less 
Capital work in progress - . . . . . 16°24 39°25 101-91 2251-24 4659-66 
Investments - . . . ‘ . . * 0-06 0:06 0:06 3:05 2°56 
Misc. Expenditure > . : ‘ . . 3-15 2:76 2:61 13-50 1°71 
Total) + + + + + + + + 99:45 ~-42°07.~-—«*104-58 2267-79 4663-93 
CapitalEmployed + + + + + + + 555-83 651-38 791-38» 779-68 = 866-21 
Average Capital . . . . . : ‘ 592-83 603-60 721:38 785-53 822-94 
Equity/Debt Ratio - . , . P * ~ 130.04 1:0-04 1:0.24 1:1.09 1:1.21 
Sales . . . 7 : : : , 794: 22 922-15 1038-:66 1389-59 1513-97 
Cost of Sales - . : ‘ : : : . §82-61 670-05 763°84 1125°66 1192:19 
Gross Profit + i ‘ 7 . . * . 21161 252° 10 274-82 263-93 321-78 
Percentage of Gross Profit % 
OnSaes: + + + + + + ged 26-6 27:3 «26-4 = 19-0 
On Cost of Sales : : ‘ . : ‘ ‘ 36°3 37-6 35-9 23°4 . 
On Average Capital Employed - . ’ ‘ : 35-7 41°7 38-2 33-5 39-1 





Part I] — 1969-70 to 1974-75 
(Rs. lakhs) 





(Year ending 30th September) 


1969—-70 1970—71 1971—72 1972—73 1973—74 1974—75 
1 2 3 4 5 6 7 


Capital Employed 














——n 


Capital Employed 


J. Fixed Assets - . . . . * 6324°80 6455°96 6683°82  6981°59 7040°30 7255-49 
Less 
Depreciation ° . . . ‘ . 897-70 1403-89 1917-68  2462°68  3010°97 3584:36 
Net Assets . . . . : +  $427°10 5052:07 4766:14 4518-91 4029-33 3671:13 
2. Current Assets . : . . * 1013:78 1258°23 .1386°97 1393-42 2425-92 3426-96 
3. Current Liabilities - ag . . 621-98 463-28 41299 508-09 118473 1005-73 
4. Working Capital (2—3) - : ' ‘ 391:80 794-95 973-98 885-33 1242-19 2421-23 
5. Capital Employed (1+4) - . . * 5818°90 5847-02 5740°12 5404:24 5271°52 6092°36 
Financed by : 
Equity - . : : : * 2146-33 2148°20 2148-20 2148-20 2148-20 2148-20 
Reserves and Surplus: : soe : 570° 89 657°$3 1072-70 983-67 1488-11 2642-32 
.. Secured Loans - . : ‘ . * 2286-52 2381-58 1880°48 1573-03 1130°95 95053 
Unsecured Loans + : . ‘ . 859-74 771° 23 787° 64 767° 53 613-38 553-29 


. Nn Aa et Rae reese earn emeralds insitnbetitilaimatensien eee 
TOTAL f : : + 5863-48 5958-54 5889-02 5472-43 5380°64 6294-34 


tenant eal feta enter trininimeninininstisni tea 
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TABLE 13 — Contd. 


Statemant showing Financial Position of IEL—Contd. 











Part I—-1969-70 to 1974-75 (Rs. lakhs) 
1 2 3 4 5 6 7 
a a a i nr 
Less 
Capital work in progress - > : * - 37°88 105-81 143-59 63-27 104-20 197-06 
Investments ° ‘ : : ° c 5-52 4°92 4:92 4°92 4:92 4°92 
Misc. Expenditure - : . . 5 1:18 0:79 0-39 
a a Se ee oi ee 
TOTAL - : ‘ . : . 44-58 111-52 148-90 68-19 109-12 201-98 
Capital Employed - : . ‘ * 5818-90 5847-02 5740-12 5404:24 5271-52 6092+36 
Average Capital . 7 . : *  3342°55  5832+96 5793-57 5572-18 5337°88 5681-94 
Equity/Debt Ratio - : : . : 1:31.16 9 1:1.12 1:0.83 1:0.75 1:0.48 = 1:0.31 
Sales | : . : : ‘ * 2435-98  3135°37 4501-54 3644-08 660289 9387-53 
Cost of Sales: ‘ : ‘ : + 1995-55  2660°46 3543-83 3208-87 5469-24 8103 
Gross Profit - . ‘ . : : 440-43 474-91 957-71 345°21 1133-65 1283°86 
Percentage of Gross Profit % 
On Sales « : , a 7 ‘ ‘ 18-00 15-15 21-28 9:47 17:17 13-68 
On Cost of Sales 7 : 7 : 22°1 17°85 27-02 10° 46 20° 73 15+ 84 
On Average Capital Employed - : ¢ 13+] 8-1 16°53 6:20 21:24 22:60 


Source : Compiled from the Profit and Loss Accounts and Balance Sheets of the applicant Company. 


Gain to ICI (U.K.) 


2:32 JEL a subsidiary of ICI (U.K.). Even though the latter’s shareholding has been 
brought down from 80% at the inception to about 51% now, IEL continuous to be under the majo- 
rity control of ICI (U.K.). The Commission had, therefore, asked for data about how much pay- 
ment ICI (U.K.) had received from IEL from the latter’s inception upto and including the year 1975, 
The information is as follows :— 


TABLE 14 


Remittance to foreign collaborator by IEL since inception 











(Rs. lakhs) 
Gross Tax Net Payment 
1. Royalty - ‘ 7 ‘ : . . 399 279 120 
2. Dividends : . . . ‘ ‘ 1122 260 862 
3. Design, Engineering & Licence payment 310 =f 310 
(ICI Share) : : 
4. Commission paid on purchases - . . 7 a 7 
5. Technical Fees 7 ma 2 7 : 100 53 47 
Total 1938 592 1346 











Source ; The applicant Company. 


It will be seen that as against the share capital contributed in cash or by way of adjustments 
against loans, and including premium on shares to the extent of Rs. 1215 lakhs, the parent Company 
had obtained a net amount of Rs. 1346 lakhs upto 1975 and bonus shares of the value of Rs. 96 lakhs. 
It should be also noted in this connection that, under the initial agreement about setting up of IEL, 
ICI (India) were the sole selling agents for the sale of blasting explosives and such other products as 
were manufactured by TEL. TEL supplied the products on consignment basis and had to bear the 
cost of transport, packing and handling, ICI (India) was responsible for publicity and ‘advertising 
as well as the sales organisation, magazines for storage and technical service to the customers. 
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Tn return for these services, they received a Commission @ 5%. This arrangement continued til] 
31st January 1969 when it was terminated as the Reserve Bank of India did not permit this to conti- 
nue. That the Government of India was not very happy about this provision, at least subsequently, 
is indicated by the fact that when permission to manufacture detonators was granted to TEL in 1964, 
. it was laid down that the sales of detonators will be handled by IEL and not through ICI (India). 
While it has not been possible for us.to ascertain what benefit in terms of additional income, ICI (India) 
obtained from this arrangement it would be difficult to get such data for past periods when the sales 
organisation for explosives was a part of ICI’s sales organisation—it may not be wrong to assume 
that the benefit would not have been inconsiderable; otherwise there was no necessity of making a 
special provision in the initial agreement for this purpose. Unlike IEL where there was some Indian 
shareholding from the very inception, ICI (India) continues to be a 100% subsidiary of ICI (U.K,). 


Foreign Exchaage Impact 
2-33 The Commission has obtained from the applicant Company details in respect of inflow 
and outflow of foreign exchange on account of its operations from the inception of the Company 
upto and including the year 1975. A summary of this informations given below :— 
TABLE 15 


Inflow/ Outflow of Foreign Exchange from the operations of the IEL since inception till 1974-75 














(Rs. lakhs) 
Inflow Gross . Tax Net 
1. Share Capital - . . . . : 1215 Se 1215 
2. Loans - ' : ‘ ‘ 7 : - 420 a 420 
3. Exports - . . . : . ‘ 144 + 144 
4. Deferred credits . ‘ . ‘ : 825 ee 825 
5. Increase in Rupee value due to change in 
exchange rate - : ‘ ‘ , | 280 ; a 280 
6. Interest - . . ’ ’ . 34 : 14 20 
7. Share of Research expenditure - . ‘ 12 a 12 
Total . . . . . ‘ 2930. 14 2916 
ye ne a a 
(Rs. lakhs) 
a a i tes 
Outflow Gross Tax Net 
1. Purchase of capital goods: 9° *  * 2032 i. 2032 
2. Raw materials - ‘ . , . ° 40 a 40 
3. Royalty - . : ‘ . . 399 279 120 
4. Dividends . ‘ . , : : 1122 260 862 
5. Design, Engineering & Licence payments - 583 ee 583 
6. Loan repayments ‘ . . ‘ 880 bs 880 
7. Interest & Commitment charges on loan * 449 ace 449 
8. Other interest - : : . : . 
9, Commission : 
(a) on purchase < _ : : 3 ye 3 
(b) on exports % : : ‘ 4 A 4 
10. Technical fees : 7 : : . 100 53 47 





Total ‘ ° : : : 5612 592 5020 


Source : The applicant Company. 


It will be seen that as against an outflow of Rs. 5020 lakhs, the inflow has been Rs. 2916 lakhs. 
Even if the outflow on account of purchase of capital goads amounting to Rs. 2032 lakhs ‘s deducted 
as inevitable outfiow, the outflow on account: of other items such as royalty, dividends, and various 
other payments and fees accounts for quite.a large amount.. 
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2-34 In this connection, it may also be noticed (see table below) that, as compared to the total 
turnover of IEL, its exports have been negligible. ; 


TABLE 16 


Exports of Explosives and Accessories by IELin relation to value of production. 
(Rs. lakhs 








Year Explosives Accessories Total 








“Value of Exports Value of Exports Value of Exports 
produc- Foreign produc- Foreign produc- Total 
tion* Exchange tion* Exchange tion* Foreign 








canning an Exchange 
earnings 
ce (CIF) 
1971 a 1134 3°74 286 0-31 1420 4:05 
W720 © ee 1263 10°12 322 10: 83 1585 20°95 
7B # 1116-24-53 368 12°28 1484 3681 
974 © ee 1776 18-43 462 20°60 2238 «= 39-03 


1975 : . . . . : . 2461 2508 532 16°16 2993 41°24 





“Figures are for the year ending 30th September. 
Source : The applicant Company. 


2°35 The details as supplied by the applicant Company about export pricing are given in 
Appendix V. The information given in this Appendix suggests that the export prices were not only 
significantly lower than the ex-factory prices charged for domestic consumers, but that, in many cases, 
they were also much lower than the cost of production. In the item Blue Sump the gap between the 
cost of production and export price appears to have been very limited. In respect of blasting explo- 
sives, fae export price has usually been about 2/3rds_ of the cost of production. These data are 
given below :— 


TABLE 17 


Export prices realised by IEL inrelation to cost of production and domestic prices 


(Rs. per tonne) 








Average Cost of Average (Has % of 











Year ex-factory production selling 
price for excluding _ price 
export national (domestic) 
interest 
and sales 
and distri- 
bution 
qd) (2) . GB) (4) (5) 
1970--71 - tn ls . . : . ‘ 3228 2878 3773 112°2 
1971-72 - : . : . ‘ . . 2190 3200 4033 68: 4 
1972—73 - . . . : . ‘ 2280 3748 4295 60°8 
197374 - ' : : ‘ : ‘ . 3157 4613 5644 68:4 
1974-75 - . ‘ . . . . ‘ 4250 5668 7000 75:0 








Source: The applicant Company (columns (1) to (3)) 


These data will show that the exports have been effected at quite uneconomical prices. We 
would like to draw the attention of the Government to this phenomenon. The Commission has no 
means of knowing whether exports at such a cost in terms of subsidy are worthwhile as per the policy 
of Government. In effect it amounts to earnings of foreign exchange at a ratio substantially 
higher than the official one, in some years amounting to asmuch as 70% or over. 
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Pricing Policy 


E 2:36 Information about the prices charged by IEL for its main explosive products is given 
in Appendix VI. IEL has claimed that since production started, their prices remained fairly constant 
till 1974. Thus in 1974 the prices were almost the same as they were in 1959; in fact there were 
two price reductions in between, and only a small increase in 1970. It was only in 1974, “following 
the energy crisis and steep inflation in prices of raw materials and services within the country”, that 
the prices were increased substantially. It has also been claimed that a comparison with the whole- 
sale price index will show that the price increase in the explosives marketed by IEL have been small. 
“For example a case of SG 90% (100 mm) which sold for Rs. 130-50 in 1959 now sells for Rs. 203-50 
a total increase of only 56% over a period of 18 years. This is in the context of increase in prices of 
four major raw materials e.g. Glycerine increase of 224% between 1971 and 1974, and ammonia 
inctease of 83% between 1971 and 1974. There have been substantial increases in other raw and 
packing materials, electricity, etc. also.” 


2:37 The applicant Company has explained that initally the prices of their products were 
fixed on the basis of the landed cost of equivalent imported products which these explosives replaced. 
It has also been pointed out that as 80% of sales are to Government customers and prices are fixed 
largely under the rate contract system through the D.G.S. & D, IEL does not have the freedom to fix 
selling prices unilaterally. It has been further claimed that a comparison with international prices 
would show that TEL’s prices are generally lower than the local prices for comparable products in 
countries like the U.K., Australia and Canada; and this in spite of the fact that the cost of major 
inputs such as ammonia, glycerine, etc. are cheaper in those countries. The following data have 
been given in support of the above statement :— 


TABLE 18 


Prices of major raw materials and explosives in India and few other countries 




















(Rs./tonne) 
“Raw Materials UX. US.A. INDIA 

Ammonia < . . . : : . 1120 1620 2450 
Glycerine: ‘ : ‘ : : . 6000 9000 18330 
Ethylene Glycol - . sos : . 3950 4500 6870 
N.O. : : : : : . . s 10100 12560 25050 

Explosives India Canada = Australia U.K. 
SG90O% : . . ° , . 7970 ae 14949 7902 
SG 80% . 7 3 . , , . 7650 8654 14949 7272 
Unisax 7 7 . . 7 5990 8218 14904 6268 





Source : The applicant Company. 


2.38 A further point made by the applicant Company in this regard is that as compared to 
the cost of production the prices charged under rate contract are not very high. 


The following data are given in support of this statement :— 
TABLE 19 
Cost of production and prices of certain types of Explosives 


Cost of production Present DGS & D (1) as percentage of 
Products (total)* Rs,/tonne rate contract average (2) 





rices (FOR, Gomia) 
s./tonne 
(ay 2 (3) (4): 
Non-Permitted : + $G-90% 6904 8055 74 
; S$G-80% 6723 7565 86 
SG-600% 6519. 7090 : 89 





60—10 M of LJ & CA/ND/79 
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TABLE 19-—Contd. 





(1) | “ (2) G) (4) 








Permitted . ‘ + Ajax - ‘ 6295 6945 92 
Unisax * , , 5980 6620 92 
Viking - : ’ 4876 6080 81 
Soligex « . ‘ 4822 6255 76 


*Including notional interest on Working capital. 
Source : The applicant Company. 














TABLE 20 
TEL ’s Average Cost of Production of Explosives’ 
(Rs./Tonne) 
~ Year Cost of Notional Interest Cost of Sale price 
Production on Working Capital production (Total) Rs, /tonne 
1969-70 + : : 2676 86 2762 3,702 
1970-71 « : : 2878 113 2991 3,773 
1971-72 + . : 3200 117 3317 4,033 
1972-73 + . . 3748 168—C«; 3916 4,295 
1973-74 + . ‘ 4613 291 4904 5,644 
1974-75 - : ° 5668 376 6044 7,000 


Notes 1. Cost and price is the average pertaining during the year. Cost of production is total cost, but excludes ~ 
distribution freight expenses and excise on sales but includes notional interest. Price is the average achie- 
ved each year with distribution freight expenses and excise excluded. 


Source : The applicant Company. 


2.39 The first point here is regarding the inclusion of what is called notional interest on the 
working capital in the computation of the cost of production. What is claimed by the Company 
is that, because of their comfortable financial position, they were able to meet the working capital 
requirements from their own funds. Normally such finance is obtained from banks and interst has 
to be paid on it. It has, therefore, been claimed that. in calculating the cost of production, it would 
be appropriate to make an allowance for notional interest. The Commission cannot agree with this 
approach of the applicant Company. The Ccmpany’s own reserves are built up out of the profits 
made by the Company and form a pait of the Company’s own assets. Calculating interest on such 
funds would, therefcre, amount to a kind of double counting. The relevant comparison should, 
therefore, be with cost of production without notional interest rather than including such intcrest. 
The notional interest can be as high as Rs. 300 or more per tonne (See Table 20). Thus the cost figures 
as a proportion of the DGS& D rate is likely to be much less than what is shown in column 3 (Table 
19) above if cost figures without notional inte1est for these items were availeble. 


2:40 Regarding the claim that the bulk of the supplies being sold to public authorities, the 
rates are fixed by authorities like DGS&D. and the Company is not therefore free to 
see its own prices, the Commission has observed that the DGS&D has not been able to fix 
the purchase rates for public authorities onthe basisof a cost study. Ina communication to the 
Commission, it has been stated on behalf of the DGS&D, that, while no cost checking 
has been done in the recent past, increases in costs of raw materials as indicated by the supplying 
firms are taken into account when price increases are being considered. It is thus clear that the prices 
charged. by IEL even to the public authorities for their purchases have not been subjected to any de- 
tailed scrutiny. Recently Coal India Ltd., the largest consumer of ‘permitted’ explosives in the 
country, appears to have gone into a claim for price escalation made by JEL. Even then, it appears 
that it was more a question of bargaining rather than detailed study. As a result, as against a price 
rise of 12% claimed by IEL, a 2% incrase was permitted by CIL. 


2:41 The fact that the prices were initially fixed on the basis of the landed cost of equivalent 
imported products merely means that the country was not put in a position of greater disadvantage as a 
result of IEL setting up production here as compared to what was being charged by its parent company 
for sales in the India market. As already indicated earlier, ICI (U.K.) had a strong hold on the Indian 
Explosives market for many decades. As there has been no inquiry into the justification of the prices 
that were being charged for the imported products, there is no..means of knowing whether. these. 
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prices were reasonable or not. The fact that IEL could make very large profits with these prices, 
and this in spite of their building up capacities which were much larger than those licensed to them and 
which took time before thcy were fully brought into use, suggests that the margin of profit initially 
available must have been substantial. Moreover our financial analysis shows that at these prices 
the profitability was very high in spite of very large provisions for deprecia ion, etc. As regards the 
data given by the applicant Company to show that the present prices are reasonable in comparison 
to international prices, it has not been possible for the Commission to get data from independent 
sources to check on this information. It is likely that the prices of certain raw materials are higher in 
India as compared to foreign countries. On the other hand, labour is much cheaper in India and 
certain aspects of the manufacturing process are labour intensive. It is difficult to say whether on 
balance the cost of production in India is likely to be higher or lowe: than in foreign countries. 


2-42 Asamatter of fact one of the charges made by opponcnts against the applicant Company 
is that by installing plant and machinery with capacity much lace than what was licensed the Com- 
pany loaded its consumers with unduly high prices. It could get away with this because it was the 
sole producer of blasting explosives. Moreover, traditionally and because of the world wide carte] 
organisation, ICI (U.K.) was the only supplier of explosives to India earlier and it also probably charged 
unduly high-prices. By installing plant with larger capacity, though production in the earlier years 
was small, the consumers were made to pay for the extra capacity created. The plant bought when 
prices were not too high could also be rapidly depreciated both because of various concessions (like 
development rebate) which the Government of India gave in this period to encourage capital invest- 
ment and also because of the higher prices that could also be charged due to the monopoly position 
that JEL enjoyed. 


2:43 It has also been claimed that the examina‘ion of tre balance sheets of the company 
would show that the company is not making exhorbitant profits. This statement is based on the data 
given as follows :— 


TABLE 21 


Returns on Assets.employed by IEL 


(Rs, lakhs) 

1971 1972 1973 1974 1975 

Net assets employed (taking fixed assets at cost) ° 5 3 7096 7448 7659 8287 9681 
Profit before taxation ’ . . . . ° . 249 740 287 977 1234 
Return on assets employed ‘ ‘ . . 3°5% 99% 37% 168% =12:7% 


Source ; The applicant Company. 


2°44 It is claimed that the fact that “return on assets employed”’ is as low as 11 or 12% would 
indicate that the prices are reasonable. As regards this last statement, we have already examined the 
question of profitability and we have indicated there the fact that the profitability was much higher 
in the period before the Company entered the fertilizers field and this suggests that the profitability 
of the Company in fhe explosives area may be higher as compared to that in the production of ferti- 
lisers. The applicant Company has put forward one furthor plea, viz., that their prices are comparable 
to the prices of their only competitor, IDL Chemicals, even though “our products are known to be 
superior in performance”. In a situation where the bulk of the output is produced and marketcd 
by IEL, IDL being a new entrant with a much smaller output, IDLs prices cannot but follow the 
prices of IEL. This therefore is no indication of IEL’s prices being reasonable. 


Expansion of Capacity 


2-45 As indicated earlier in the Report, the licensed capacity of the applicant Company for 
the production of blasting explosives was fixed at 5,000 tonnes per annum initially. Through various 
stages, this has increased to 36,000 tonnes per annum by an order issued in June, 1976. There has 
been much controversy about the manner in which this increase in capacity has been brought about. 
Some of the allegations made in this respect have to do not only with the monopolistic position and 
past practices of the applicant Company but also with the possible future development of this Com- 
pany and.of the explosives industry. It would therefore be useful to look at this aspect a little clo- 


sely. 
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2:46 When the Gomia factory was planned in 1953-54, it appeared that a capacity of 5,000 
tonnes per annum was considered adequate for meeting the country’s essential requirements for 
some years, With the Second Five Year Plan, the demand increased. The intention of the ICI- 
Government agreement being to make the country virtually self-sufficient in commerical explosives, 
IEL investigated the demand pattern and worked out a scheme to cover the country’s requirements 
for some years to come. In February 1959, IEL wrote to the Government that the matter had been 
under discussion for some time by IEL’s Board, ‘‘and no doubt the Government Directors will have 
kept you informed”. It was also indicated that ICI (U.K.) was willing to provide a loan to ICI (India) 
which would enable the foreign exchange costs of the proposed expansion to be met through an issue 
of new equity. A formal application for an industrial licence to expand the capacity from 5,000 to 
15,000 tonnes per annum was made in November, 1959. The Government agreed to the proposal 
and an industrial licence was granted in April 1960. In July, 1961, IEL wrote to the Government 
that on account of their having been able to procure a nitric acid plant of a larger capacity at con- 
siderable saving, and they having installed this large plant “after discussion with the Government 
Director and with the approval of the Ministry”, they found that it would be possible to obtain 
from the extended plant, without any additional capital expenditure, an output of explosives “‘consi- 
derably greater than the 15,000 tonnes per annum originally planned and in fact probably upwards 
of 20,000 tonnes per annum”. it was explained that the explosives plant consists essentially of a 
number of units carrying out successive operations, each based on well tried machines of standard 
size. “In planning such a factory the number of units is chosen as nearly as possible to match the 
rated capacity, but as these are of standard size, there is usually some spare capacity latent in most 
of the unit operations. It is only in the acid plants and particularly the nitric acid plant that it is 
convenient to “tailor” the units closely to requirements (as was done in the case of the plant now 
installed) and it is usually the nitric acid capacity which most rigidly determines the output of the 
factory”. Therefore, by this letter of 4th July, 1961, IEL placed on record the fact that the extended 
plant was capable of producing upwards of 20,000 tonnes per annum. 


2°47 The data given in Table I Part I above will show that the production of commercial’ 
explosives by JEL went on increasing. The production reached about 19,000 tonnes in 1964-65 and 
about 23,000 tonnes in 1965-66. On May 17, 1966, TEL wrote tothe Government of India, Ministry 
of Industrial Development, that this increased output had been “the result of intensive efforts made 
over the past few years whereby work reward schemes have led to a significant increase in producti- 
vity,improvements in plant utilisation, the introduction of better methods of materials handling, 
reduction in machine down time and the efforts of applied research activity at Gomia. TEL there- 
fore sought Government permission to inctéase the licensed capacity from 15,000 to 22,539 short 
tonnes per annum. The Government apparently advised IEL that this request would be considered 
after one year, i.e., towards the end of 1967. In April, 1967, in a further communication to the 
Ministry of Industrial Development, [EL intimated that its installed capacity for high explosives was 
25,000/26,000 tonnes. This, however, is based on utilising of all available standby equipment and 
assumes that there areno production delays duc to breakdowns or stoppage of plant”. Ina 
communication on April 9, 1969, to the Ministry, IEL pointed out that nothing had been heard from 
Government in this respect. JEL explained its then position in the following words : 


“We have never made any secret of the fact that in endevouring to meet the country’s require- 
ments of explosives, we have in recent years exceeded our licence capacity and it will be 
seen from official production reports submitted by us to Government, that during 
the period March 1968 to February 1969 we produced a total of 25,205 tonnes of ex- 
plosives. This level of production was required to meet the steadily rising demand from 
the mining industry and projects sponsored by the Centre and State Governments, j ncluding 
DGBR....The current level of production has been achieved by utilising, more or less, 
all installed plant capacity, including standby equipment which all explosives manufactu- 
rers provide to cover serious breakdowns, or even loss of plant/equipment due to an ex- 
plosion. In addition, we have over recent years made modifications to the plant, at no 
cost in foreign exchange, in order to eliminate production bottlenecks.” 


It was pointed out that this increase in production was justified from the point of view of meeting 
urgent needs of the country. If production had not been increased there would have been a vast 
import bill. In view of all this, TEL sought “Governments formal approval to increasing our D & 
B, licence to 25,000 tonnes per year. We are confident that we can maintain this level of output 
and could perhaps increse in even further without any significant addition to the existing plant and 
equipment”. 


2°48 Apparently, no formal action was taken by the Government on this letter by way of the 
fresh issue uf a licence or recognition of capacity. IEL therefore again wrote to the Government. 
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on September 22, 1970, emphasising “the urgent need to recognise IEL’s production capacity for 
commercial blasting explosives by increasing their D & R licence to 28,000 t.p.a. thereby enabling 
them to instal sufficent essential standby equipment to maintain this production level”. It was 
pointed out that the Government had been advised “from time to time, both directly and through 
their nomince on the Board of IEL of the need for provision of additional manufacturing capacity 
for commercial blasting explosives’. Though Government had not formally regularised the in- 
creased capacity of the Company, the Company had under pressure from industry and Government 
agencies increased its output “by pressing into service all standby equipment, reducing maintenance 
time to.the barest minimum and by a series of technical improvemcnts. This has been done with 
the full knowledge and encouragement of Government...... It was further pointed out that the — 
plants which were installed in 1958 were needing increasing down time for maintenance and the 
operation of every equipment. beyond its original design czpacity is continued at the increasing risk of 
major breakdown or accident. Maintaining production at this level indefinitely would not be possible 
without additional standby equipment. The request was reiterated in December, 1970. 


2:49 The Government apparently gave no clear response to those communications. IEL 
then applied on June’ 6, 1972, for permission for fuller utilisation cf the installed capacity under the 
then procedure laid down by Government under which a task force was going to examine cascs where, 
without any additional significant investment or foreign exchange expenditurc, additional capacity 
could be brought into existence. It was pointed out in the application that licensed capacity was 
exceeded in an effort to increase output and save valuable foreign exchange. The Government had 
been advised from time to time of the need for provision of additional manufacturing capacity and 
reguiarising JEL’s capacity. It was stated : 


“This high Icvel of production has been achieved, by 

1. Reduction of maintenance down-time by planned maintenance. 

2. Technical improvements and modifications eliminating production bottleneck. 
3. Better planning, co-ordination and operating incentive schemes for workers. 

4. Shifting sales pattern towards higher productivity larger diameter cartridges. 


“In addition, by increasingly utilising installed plant security standby equipment, which all 
explosives manufacturers provide to cover serious breakdown or loss of plant/equipment 
in an event of explosion due to inherent ever-present risk, an annual production of about 
27,000 tonnes was achieved in 1969 and 1970, and 30,830 tonnes in 1971. We estimate 
that this year the production will be about 31,500 tonnes. However, if we operate the 
plant with a minimum margin of security standby equipment, our installed plant 
capacity should be considered as 28,000 tonnes. 


“We should like to emphasise that explosives are essential to the country’s industrial ano agri- 
cultural deve opment, as well as for defence, and had JEL been unable to step up pro- 
duction to meet the country’s full requirements, there would have been no alternative but 
to import the balance from abroad. Over the period of 8 years 1964/71 JEL has pio- 
cuced a total of about 82,000 tonnes in excess of official licensed capacity. If this ex- 
cess quantity had been imported we estimate that expenditure in terms of foreign ex- 
change would have been of the order of Rs. 24.5 crores. Deducting the foreign exchange 
bill for import of raw materials for this additional production the net saving is of the order 
of Rs. 24 crores. 


“In vicw of the rising demand for commercial high explosives and of the rate of production 
already achieved by our Gomia plant, we seek Government’s formal approval for full 
utilisation of the installed capacity of TEL of 28,000 t.p.a. of commercial blasting explo- 
sives (production upto 31,500 t.p.a. with continuous utilisation of security standby 
equipment).” 


2-50 It will thus be seen that between 1966 when a capacity of about 22,000 tonnes per annum 
was sought to be regularised on the basis of improvements in utilisation of existing plant and machi- 
nery and June, 1972, the capacity for regularisation had increased to 28,000 tonnes per annum or 
even 31,500 with continuous utilisation of security standby equipment. 


2-51 In March 1973, IEL had a serious explosion in their mixing plant. According to the 
statement made by a representative of IEL in a meeting called by the Coal Controller, this affected 
the production of both permitted and non-permitted explosives and production was not possible 
during March, 1973. Production at a reduced rate was expected to be obtained from April, 1973, 
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but it has felt that it would not be possible to attain normal production before July, 1973. A short« 
age was therefore expected both in permitted and non-permitted explosives. On 24th August, 1973 
IEL wrote to the Ministry of Industrial Development referring to their earlier application for fuller 
utilisation of the installed capacity. They state that it was understood that their application had 
been recommended by the Task Force for acceptance by the Government. A formal communica- 
tion was awaited. It was also pointed out that, after the explosion on March, 3, 1973, the task of 
rebuilding the mixing plant was taken up and speedily carricd out so that production was restarted 
on June 11, 1973. Further studies made by them indicated that they could “best insure uninterrupted 
production by adding to the existing facilities through keeping our spares for the Mixing and Cautrid- 
ging plants, which are normally kept in stores, in an installed state in new buildings, and by construc- 
ting an additional Packing Housv, thus converting uninstalled spares to installed spares. From our 
experience we find that these are the main areas which can seriously affect the level of production in 
the event of an unfortunate accident. Furthcr, these minimum additional standby facilities are 
warranted according to normal standards prevalent in explosives factories.” It was further pcinted 
out that these additional stanaby facilitics could be created on the basis of domestically available 
material and no additional foreign collaboration or consultancy was necessary. ‘However, because 
of the recent explosion we have largely used up our stock of piporiee Spares and we therefore need 
replenishment, for which import applica‘ions have been or are being submitted. We consider that 
in the interest of a steady level of production to meet the requirements of coal and other key mining 
industries, and projects, we must provide and keep ready these facilities. We hope this proposal 
has your approval and request your confirmation.” Jt will thus be seen that, in view of the expe- 
rience of the accident, it was suggested that some standby capacity should be additionally created and 
that spare, instead of lying in stores, should be installed so that this capacity could be brought into 
use whenever necessasy in case of an accident etc. In this connection it should be noted that, a; 
indicated in the earlier request made by IEL, they had always provided some standby equipment but 
that this was being used for regular production and that is how it had been possible to attain the pro- 
duction level of 31,500 tonnes per annum. What was now being suggested was the creation of further 
standby capacity so that this much produc'ion could be maintained on a steady level. Further 
additional imported spares etc. were also to be obtained so as to replenish items which had been used 
in creating standby capacity. It may be also noted in this connection that, as a result of the rebuilding 
of the mixing plant etc. IEL had been zble to bring its production fully to the pre-explosion level. 
The production in July was 2517 tonnes (i.¢. 30,200 tonnes per annum) and that in August 2,627 
(i.2., 31,520 tonnes per annum). 


2:52 The whole question of explosives supply to the mining industry was discussed in a 
meeting held between representatives of the concerned ministries, users organisations in the public 
sector and the two manufacturers of explosives on 28th August, 1973. In this meeting the main — 
point made from the coal mining sector was that there was a shortage of small diameter explosives 
‘and certain types of permitted explosives. One suggestion was that IEL should reduce the prto- 
duction of non-permitted NG_ explosives and increase the output of permitted explosives. In that 
case, large diameter non-permitted explosives as well as ANFO etc. could be more extensively used 
in open-cast mines. It was explained on behalf of IEL that “there were ceitain technical constraints 
in regard to switching over to production of small diameter explosives at the expensive of large dia- 
meter explosives, and in fact that the maximum that is possible is being produced... in order, how- 
ever, to achieve this objective (i.e. more production of small diameter explosives) in a greater measure 
the Indian Explosives Ltd. required to increase their mixing capacity.” It was further stated that 
“they were even now using their entire installed capacity including the standby equipments. There- 
fore, to provide an insurance against failures it would be necessary to instal further standby equipment 
and this would come in hand to meet-the increased demands of small diameter cartridges in the short 
term.”’ Since it was felt necessary io increase production of small diameter explosives to meet the 
immediate requirements of mining industry, it was stated on behalf of the Govern:nent by the Sec- 
retary, Department of Mining, as well as the Joint Secretary of the Ministry of Industrial Development, 
that the proposal for installation and short term utilisation of standby equipment could be supported 
provided it was understood that this was purely temporary to tide over the current difficulty in regard 
to supply of small diameter explosives and was not cited for regularisation of production capacity at a 
subsequent date. 


2:53 On March, 5, 1974, IEL wrote to the Ministry of Industrial Development that in order 
to sustain production of 28,000 tonnes per annum without any break, installing of spare equipment 
to take care of any mishap was essential. This installed spare equipment would consist of a Mixing 
Unit, Cartridging Unit and a Packing House. “If Government desires us to step up the production 
of explosives, under normal conditions it should be possible tu do so by utilising installed spares and 
in that event we would be able to make 35,000 tonnes per year of explosives using such installed spare 
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Gi ty.”. The Government informed JEL.on 8th April, 1974, that permission was. granted to. ins 

‘standby equipment which IEL had applied for and “‘to utilise it for stepping up your. ion: 
from 28,000 tonnes to 36,000 tonnes as early as possible. This permission is temporary pending 
your obtaining a formal clearance for effecting substantial expansion.” It will thus be seen that 
while what had been initially agreed upon was the installation of standby equipment and its purely 
short-term use for meeting a temporary shortage, what was actually permitted was the stepping up 
of production and then obtaining a clearance for this cxtra capacity as substantial expansion. It 
may be noted that this standby plant was installed in October, 1974, and the total production of 
explosives was stepped up of over 3,000 tonnes per month in January, 1975. The total production 
attained in 1975 was 35,327 tonnes. 


2:54 Inthe meanwhile, in November, 1973, IEL licensed capacity had been raised from 15,000 
tonnes to 28,000 tonnes per annum on the recommendation of the Task Force to which TEL had. 
applied in June, 1972. JEL further made a formal application in June, 1975, for regularisation of 
its capacity with the use of the standby equipment at 35,000 tonnes per annum. It was pointed cut then 
that permission to effect. the increase in capacity had already been accorded by Government on 8th 
April, 1974, “and this application for an industrial licence is therefore for regularisation of our capa- 
city to a level which has already been achieved.” The installation and use of this capacity had. al- 
ready been permitted by Government and the capacity was already in existence. It was explained 
that even though Government had permitted JEL to produce 36,000 tonnes per annum as per the 
Government leiter of April, 1974, they were applying for a lower figure of 35,000 tonnes per annum 
because it was felt that even though the Company was in a position to produce 36,000 tonnes, their 
substantive capacity which can be sustained (except for adverse occurrences such as accidents) is 
no more than 35,000 tonnes per year. “In fact we should emphasise that after this capacity is endor- 
sed on our industrial licence there would be no security standby equipment left wnutilised and any 
breakdown or mishap would result in our falling to a production level of 28,000 tonnes or lower 
(emphasis added). 


2°55 As already indicated carlier in this Report, this request for regularisation cf capacity 
at 35,000 tonnes per annum has been agreed to, and a capacity at 36,000 tonnes per annum has been 
approved. ; of 


2.56 When looking at this question of the steady expansion cf capacity by TEL, it needs to 
be noted that initially, when a capacity of 5,000 short tons was licensed to TEL for blasting explo- 
sives, no capacity in quantitive terms ‘was licensed for what were called “semi-products”, viz., nitric 
acid, nitro glycerine, ammonium nitrate and oleum; it was merely stated that these would be in quan- 
tities appropriate to the production of the sanctioned quantity of explosives. In 1960 when the 
licensed capacity for blasting explosives was increased to 15,000 short tons, specific quantities for 
other products were mentioned; the capacity for nitric acid was fixed at 17,820 long tons, that for 
ammonium nitrate at 6,240 long tons and that for nitro glycerine at 7,200 long tons. When the li- 
censed capacity was increased from 15,000 tors to 28,000 tonnes of blasting explosives in 1973, the 
capacities of the other products were also increased as follows : 


nitric acid 22,750 tonnes 
ammonium nitrate 17,000 ,, 
nitro glycerine 9,250 ,; 


For the first time a capacity for oleum was fixed at 4,500 tonnes. It was clearly indicated that 
the capacities for these “semi-products” had been recognised only for captive purposes. JEL in its 
letter of 27th June 1972 to the D.G.T.D. pointed out that for the production of 28,000 tonnes of 
blasting explosives, smaller quantities of semi-products would be required. But they were already pro- 
ducing explosivesin quantities larger than 28,000 tonnes. The additional. capacities, it was explained, 
were required to help the production of larger quantities of blasting explosives over and above 28,000 
tonnes and also to mect the requirements of the proposed nitro cellulose project. When they applied 
in June 1975 for regularisation of capacity for blasting explosives at 35,000 tonnes per year, they did 
not show separately the quantities of intermediates needed to manufacture the higher production of 
explosives. It was explained by IEL that these were required only for capiive consumption and the 
manufacture of such intermediates was permitted under Explanation II to the Ist Schedule of the 
I (D&R) Act. They apparently thought that specific mention of such capacities wa3 not necessary. 


How was Capacity created 


-2-.57 . Among the objections received by the Commission tc IEL’s proposal unde: examinay 
tion; an important one was regarding its tendency:to build up capacity unauthorisedly and then on 
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suitable occasions to. get it regularised. ‘This is not permissible under the J (D&R) Act, and . an.in- 
dustriallicence specifically states that “no section of the industrial undertaking should have, except 
with the prior approval of the Government of India, capacity substantially in excess of that specified 
in the licence.” The Commission therefore thought it appropriate to examine this aspect of IEL’s 
working. Specific information regarding the installation of plants, capacities, and how plant capa- 
cities increased was required to be submitted by the applicant Company. The information supplied 
by them is given in.Appendix VII. An analysis of the information supplied indicates that the 
following factors were responsible for IEL being able to build up capacities much larger than what 
were sanctioned to them. How they were regularised later has already been indicated in the previous 
Section. 


.»» _2+58 An important point.in. this connection is that initially, because of lack of experience, 
-and also because of corrosive Chemical plants as well as explosive plants were expected to require 
maintenance for longer periods, a large section of equipment was expected to be available only for 
250 days per annum while some was expected to be available for 300 days per annum. This was also 
supposed to take care of breakdowns. As experience has been gained, maintenance practices have 
improved and workers have improved their capability, availability of all equipments has been imp- 
roved to more than 300 days per annum. 


2°59 In certain cases, IEL has claimed that a plant of minimum economic capacity has in- 
herently larger capacity than was required for the licensed production of the explosives. Such a 
plant has therefore a built-in potentiality for further increase in production. For example, the ini- 
tially installed oleum plant had a capacity of ten tonnes a day which was adequate for producing 
explosives to the extent of 25,000 tonnes per annum. It has already been mentioned earlier that 
when a second nitric acid plant was installed, its capacity was 42 tonnes per day which was adequate 
to support a production of 21,000 tonnes of explosives perannum. This was in addition to the nitric 
acid plant which already had a capacity often tonnes per day—adequate for a producticn of 5,000 
tonnes of explosives per annum. This plant was installed because it was a surplus second hand plant 
available on economic terms. The initially installed NG plant and mixture plant both had capacities 
of about 12,000 tonnes per annum as against the initially licensed capacity of 5,000 short tons per 
annum. When additions to plants were made, these were also for capacities much large: than requi- 
red. For example, when a_ second NG plant was installed, its capacity was adequate to produce 
17,000 tonnes per annum of explosives. This was in addition to the first NG Plant which was ade- 
quate for the production of 12,000 tonnes per annum of explosives. The second plant was installed 
in 1961-62 at a time when the licensed capacity was only 15,000 tons per annum. 


2:60 Another reason stated by the Company for having built-in extra capacity was that, in 
a plant manufacturing explosives or generally in plants working with corrosive chemicals, _it was 
necessary by provide standby capacity as breakdowns had to be provided for. Thus, evenin the 
initial stage the sulphuric acid plant had two pots which provided a total capacity of 9,000 tonnes 
per annum of blasting explosives. Though one Denitration tower was itself capable of supporting 
the production of 5,000 tons of blasting explosives, another tower was provided as installed spare. 
Another denitration tower was also added between 1961 and 1963 to allow repairs of the old towers 
and to provide a standby spare. At the same time, a second tally mixer was added with a capacity 
of 9,750 tonnes per annum of explosives, which was considered justifiable because, this being a poten- 
tially dangerous operation, some standby margin was necessary. The same justification is provided 
regarding three cartridging machines installed at the same time. 


2°61 A third point made by the applicant Company to explain how they were able to produce 
more is that many technical improvements were brought about as a result of experience and on the 
basis of R & D activities. For example, the capacity of the original coal fired sulphuric acid con- 
centration pots was 18 tonnes per day. The furnaces were subsequently adapted to burn fuel oil in 
them instead of coal. This increased the heat transfer and more energy could be supplied. The 
same pots were then able to concentrate 30 t.p.d. of acid instead of 18 t.p.d. Similar explanations 
are also given for increase in the capacity of other plants such as Nitric Acid Plant-I—addition of 
compressor, more air input; Nitrio Acid Plant Il—addition of compressor, higher air input and 
improving pre-heater gascooler; Ammonium Nitrate Plant—installing air coolers and improving 
conveyors and steam augmentation. 


2°62 It has also been pointed out that detailed work studies were undertaken and its results 
were continuously implemented leading to better handling of materials and better output. Wider 
use of work reward schemes is also said to have contributed to increased punctually resulting in impro- 
ving the “intrinsic availability of machines”. The product mix, it is stated, was also continuously 
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rationalised to reduce non-productive time. Sizes of cartridges were increased so that mere output 
could be achieved. 


2°63 On examining the data supplied by the applicant Company and the history of their various 
applications as well as correspondence with Government, some conclusions clearly stand out. It 
is obvious that the concept of capacity is one where rigidity is not feasible and, specially over a period 
of time, improvements can lead to significant additions to capacity from the same plants. A persis- 
tent attempt at surreptitious additions to capacity is however clearly against the conditions of an 
industrial liconce under the I (D&R) Act. While it is understandble that in some types of plants, 
an economical unit may have capacity larger than what is required for meeting the need for a parti- 
cular input in relation to the sanctioned capacity of the final output, what we see here are examples 
of large capacities being added to various units cven where the existing capacities were more than 
adequate to meet the requirements. In a number of items, additional capacity was created on the 
plea that standby spare capacity was essential in a hazardous industry like blasting explosives. But 
this capacity was not maintained as standby spare capacity; it was utilised whenever possible for 
increasing regular production and further standby capacity was created on a similar plea. The clea- 
rest example of this is to be found in the latest addition to capacity in 1974. Standby spare capacity 
was sanctioned initially because of the experience of the 1973 explosion. This capacity was per- 
mitted to be utilised temporarily to meet the then current shortages. However, IEL utilised this 
standby equipment on a regular basis and claimed installed capacity of 35,000 tonnes per annum. 
The Government. authorities appear to have recognised this position in each case post-facto. In the 
present instance, this has two implications, which are important for the present enquiry. Firstly, 
TEL would now claim (they have claimed this in their application dated June 2, 1975) that they have 
no standby spare capacities when capacity for 35,000 tonnes is recognised. They will thus inevitably 
have to be permitted to instal standby equipment for the purpose of ensuring that they can maintain 
steady output of 35,000 tonnes (or36,000. tonnes. as recognised by Government) per annum. 
Secondly, from the information given in Part If of Appendix VII, it will be seen that their potential 
capacity in a number of plants is already such that they can easily produce about 42/44 thousand 
tonnes per annum of NG explosives.* | 


The only limitation appears to be in their nitric acid plant. It has, however, been explained 
by them that the supply of ammonium nitrate from outside will release nitric acid capacity for nit- 
ration of glycerine/glycol. Thus that bottleneck can also be got over. By their own admission, 
therefore their present NG plant at Gomia is capable of producing an output of 42/44,000 tonnes 
per annum without any significant additional investment or plant installation. This should be seen 
against their production of NG explosives to the extent of 35,327 tonnes in 1975. Even without 
any special permission, or further sanctioning of capacity, investment or capital goods imports, IEL 
will thus be in a position to carry out a 25% expansion in their output. 


2°64 In addition to this, IEL also have a pilot plant for the production of slurry explosives 
which is capable of producing 4,500 tonnes per annum of such explosives. At present they are pro- 
ducing only 1,450 tonnes per annum. 
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*It needs to be specially noted in this connection that this information about potential capacity was obtained by the 
Commission from TEL after a considerable probing, specially at the public hearing. The information about the 
individual plants and their potential capacities was obtained by the Commission only after the public hearing by 
a letter of IEL dated April 9, 1976, Till that time ,IEL and maintained a stand that if all their applications were 
cleared “‘our maximum production capacity can be 50,000 tonnes which we feel is necessary to meet the projected 
demand. No security standby capacity has been provided and total production could be obviously affected if 
accidents occur.” What we now find is that even if the present application for an additional capacity of 15,000 
tonnes is not evproneds IEL is likely to have, may be with some balancing equipment, a capacity to produce 42,000/ 
44,000 tonnes of NG explosives and 4,500 tonnes of slurry explosives. : 
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CHAPTER III 
THE PROPOSAL, JUSTIFICATION AND OBJECTIONS 


History of the Application 


3-01 IEL applied to the Department of Company Afiairs under the MRTP Act on 3ist 
August, 1974, to effect substantial expansion by additionally manufacturing 15,000 tonnes of commer- 
cial blasting explosives. The corresponding application under the I(D&R) Act had been initially made 
by the Company in June, 1971. It was pointed out there that, in order to maintain self-sufficiency 
in the country in regard to commercial explosives, IEL had utilised all the plants, including various 
standby units, and thus was able to produce 28,000 to 30,000 tonnes of explosives per annum. The 
demand for commercial blasting explosives was expected. to increase from 34,000—35,000 tonnes in 
1971 to. 45,000 tonnes by 1975-76 and 60,000 tonnes by 1980-81. In order'to be able to meet this 
dematid in the most ecotiomical and efficient manner, IEL was proposing an expansion in its matu- 
facturing capacity for blasting explosives by 15,000.tonnes per annum. The proposal was to set up 
anew unitin a backward area of Central/Western India. The proposed plant was to be designed 
to make it flexible and produce both Nitroglycerine (NG) blasting agents and slurry explosives. The 
plant was to draw a part of its input requirements from the existing plant at Gomia which was to 
ptoduce an additional quantity of NG base by adding balancing equipment. This ‘master-mix’ - 
was to be transported from Gomia to the new plant. Supplies of ammonia were to be obtained 
‘from one of the fertiliser plants in Central/Western India. The capital cost of the project was indi- 
cated at Rs. 775 lakhs excluding the cost of land which was to be indicated subsequently. The cost 
of imported plant and equipment was put at Rs. 60 lakhs. It was stated that “no fresh foreign colla- 
boration or know-how will be required for this project.” It was claimed that this proposal would 
provide the cheapest and most attractive way of adding a capacity of 15,000 tornes to the blasting 
explosives industry in the country, and it could be put up in the short time of 18 to 24 months. 


3-02 This application of the Company was considered by the Licensing Committee on 20th 
December, 1971. The Directorate General of Technical Development (DGTD) recommended this 
application as industrial explosives were included in the list of 123 industries believed to be having 
sustained demand and scope for investment and capacity angle was no longer a constraint for consi- 
‘dering applications for setting up of new units or for substantial expansion in this field. The Depart- 
ment of Mines, however, mentioned that it was considering a proposal in the public sector. In view 
of this and also in view of the regularisation of IEL’s capacity at 28,000 tonnes, and sanctioning of 
a capacity of 15,000 tonnes to IDL Chemicals: (IDL), this Department thought that there was no 
scope for further licensing.’ The Licensing Committee then recommended the rejection of the appli- 
cation. This fact was intimated to the Company on April, 3, 1973*, and [EL was asked to make a 
representation about this if they were interested in doing so. Accordingly IEL submitted a repre- 
sentation on April, 24, 1973. It was emphasized in the representation that, according to the market 
survey carried out in 1971, the demand for commercial explosives would be at the level of 60,000 
tonnes per annum by 1980-81. The targets for coal and other mining operations had since then 
been increased by as much as 30°% and therefore the requirements of explosives would increase subs- 
tantially say, to 75,000 tonnes per annum. Therefore an installed capacity of 90,000 tonnes per 
annum had to be created by that time. As against this, the installed capacity even after taking 
into account a_ public sector plant with 20,000 tonnes per annum capacity would be no more than 
60,000 tonnes per annum by the end of the 5th Five Year Plan. Thus, there would be serious short- 
ages, specially in view of the fact that “‘a new explosive plant would take between three to five years 
to reach the designed rate of production.” It was reiterated that IEL had the know-how “to put up 
this additional capacity with minimum expenditure of foreign exchange and in the shortest possible 
time.” It was also stated that the proposal did not involve any payment for know-how. It was, 
therefore, requested that IEL should be allowed “to substantially expand by setting up a unit for 
the manufacture of commercial explosives in the backward areas of Central/Western India and to 
’ increase their total manufacturing capacity to 45,000 t.p.a.” 


3:03 This representation was considered by the Licensing Committee in June, 1974. The 
Committee recommended approval of the proposal for a capacity of 10,000 tonnes subuject to approval 
under the MRTP Act. The position with regard to the capacity and demand for industrial explo- 
sives was reviewed and a note was put up to the Licensing Committee in August, 1974. A “‘ealistic 


*It is interesting to note that this intimation was sent after a gap of over a year and that too after a major explosion 
had taken place in the Gomia works of IEL on March 3, 1973 and there was a serious apprehension of large scale 
shortage of explosives as a result of the explosion. 
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estimate of demand” was again worked out and it was also observed that units in the public sector 
may take a long time to implement their projects. The pest Be in. the IEL proposal such as possi- 
bility of speedy implementation were reconsidered. The Note also observed that since new proposals 
for the manufacture of explosives were not coming up and the projects in the public sector were likely 
to be delayed, permission may be accorded for expansion of the existing urits so as to meet the future 
demand. As the gestation period in the case of ke Ma was as high as five years, it was considered 
important to plan long term measures and immediately initiate projects which would fructify in the 
6th Plan period. It appears that the Licensing Committee reconsidered the Company’s application 
in its meeting held in July, 1975, and recommended approval for a capacity of 15,000 tonnes subject 
to certain conditions. IEL were asked to apply under the MRTP Act in August, 1974, which they 
did in the seme month. This application of TEL was considered by the Advisory Committee in. April, 
1975, but the decision on it was deferred at the request of the Department of Industrial Development 
which wanted to have a fresh look at the proposal. It was again considered by the Advisory Commit- 
ahs September, 1975, and it was decided to refer the proposal to the MRTP Commission for enquiry 
and report. 


3:04 The application made by IEL on 31st August, 1974, was broadly along the same lines 
as the earlier application under the (D&R) Act: which had been submitted in 1971. It was pointed 
out that IEL were cuzrently manufacturing commercial blasting explosives at Gomia at the rate of 
31,000 tonnes per annum. The market for commercial explosives was expected to grow from the 
current level of some 46,000 tonnes to about 1,10,000 tonnes by 1980-81. ‘‘As. pioneers in the field 
of explosive, manufacture we would expect to participate in meeting part of this expanding require- 
ment. Our proposed new factory can be established‘by us with the minimum requirements of rupee 
and foreign capital and without having to purchase foreign know-how”. The plant was expected 
to provide an alternative manufacturing site in. Western/Central India, where the mining industry was 
growing very rapidly and which would therefore provide a substantial market for explosives by 1980-81. 
The site was to be chosen in a backward district, at the same time keeping in view the advantage of 
having a site which would be close to the consuming centres in Madhya Pradesh, Rajasthan and 
Maharashtra. The proposal was to “effect substantial expansion of our undertaking by thé manu- 
facture of 15,000 tonnes of commercial blasting explosives. | No details were given about the types 
of explosives to be produced—NG or Slurry—leading to an impression that the approach was the same 
as that in the ((D&R) Act application of 1971.* 


it had been mentioned that while the annual installed capacity was 28,000 tonnes per annum, 
and thus the annual installed capacity after expansion by 15,000 tonnes would be 43,000 tonnes, “by 
utilising the security standby equipment, production could be increased by 7,000 tonnes per annum”. 
In this application, however, the estimated capital outlay was. put at Rs. 1650 lakhs out of which the 
foreign exchange requirement was put at Rs. 114 lakhs. This last was to be obtained by way ofa 
foreign exchange loan from a financial institution. 


3°05 It may be noted that this proposal underwent some changes shortly after the MRTP 
application was filed. IEL made an application in December, 1974, for obtaining the approval of 
Government for forcign collaboration. This application made no reference to the applications 
under the (D&R) Act and the MRTP Act for substantial expansion. The application was made 
for permission to pay royalty to Canadian Industries Ltd. for S1 slurry technology. Asa matter 
of fact, it was stated, “the introduction of this new type of explosives will go to replace older types 
and not be additional and the total production will. remain wnchanged.” 


3-06 It was only in reply to the questionnaire sent to IEL by the Commission that IEL made 
available their latest thinking which indicated substantial modification of the original proposal. 
Jt was now envisaged that out of the additional capacity of 15,000 tonnes for producing explosives 
proposed under the application, capacity for about 5,000 tonnes was to be located in their present 
factory at Gomia for the production of additional quantities of NG based explosives; the remaining 
about 10,000 tonnes was to be created at a site in a backward district of Madhya Pradesh for the pro- 
duction of Slurry explosives. It was also mentioned that the Company’s proposal to collaborate 
with Canadian Industries Ltd. for the import of technology for the manufacture of Slurry explosives 
had been approved by the Government on 27th June, 1975, and that this would be formalised shortly 
through a collaboration agreement. “The know-how to be acquired through this agreement will be 
available to the Company for the current proposal”. This information was sent te the Commission 
under IEL’s letter of 19th December, 1975. It should be mentioned that a further modification to 
the proposal was made by the representatives of IEL at the Public Hearing. It was pointed 


*In the IDR application of 1971 it had _,been stated that the proposed plant at the new site would be so designed as 
to make it flexible capable of producing both NG and Slurry explosives as required by the market, ge 


472 


out that out of the proposed addition to capacity of 15,000 tonnes, about 6,500 tonneswould be for 
NG explcsives and at Gomia, and the remaining would be for slurry explosives and at the new site. 
This was in view of the fact that already a capacity for producing about 1,500 tonnes of slurry ex- 
plosives had been established at Gomia. Subsequently, in a communication dated April 5, 1976, 
IEL informed the Commission that what was contemplated was that, “‘after the proposed expansion, 
Gomia will produce 40,000 t.p.a. NG explosives and the new site will produce 10,000 t.p.a. Slurry. 
Increase of NG explosives production at Gomia will thus be 6,500 t.p.a. The existing 1,500 t.p.a. 
slurry explosives plant at Gomia_ will be used for research and development work after the slurry 
plant at new site starts commercial production’. In addition to this, the Commission also learnt 
from IEL that they had applied in June, 1975, to the Central Government under the I(D&R) Act 
for their existing manufacturing capacity in the field of blasting explosives to be regularised at 35,000 
tonnes. The representatives of the Ministry of Industria! Development informed the Commission 
at the Public Hearing that this request of IEL had been agreed to and that the orders relating to this 
would be issued shortly. These were issued vide Department of Industrial Development letter No. 
Il : 76(76) dated June 3rd 1976, permitting an installed capacity at 36,000 tonnes on maximum utili- 
sation. Thus, the proposal now is to expand the total capacity of IEL from 36,000 tonnes to 51,000 
tonnes per annum. 


3:07 The public Notification issued by the Commission was based on the information avai- 
lable from the application made by IEL under the MRTP Act and therefore could not meation the 
facts relating to forcign collaboration requirements or the division of the expanded capacity between 
Gomia and the new site. One unintended result of this was that the comments as well as objections 
received by the Commission were based on the information available in the Public Notification. 
Many objectors pointed out that this had taken them by surprise. 


The Final Proposal 


3-08 Thus the final proposal of IEL is for the expansion of the capacity for the manufacture 
of industrial explosives from 36,000 tonnes per annum to 51,000 tonnes per annum. The proposal 
envisages expansion in the capacity for the manufacture of NG based explosives by 6,500 tonnes per 
annum at the existing plant at Gomia, raising it from 34,500 tonnes at present to 41,000 tonnes. It 
is also proposed to establish facilities for the manufacture of 10,000 tonnes of slurry explosives 
a new site ina backward district of M.P. It has been indicated by the company that the expansion 
at Gomia could be implemented within 12 to 18 months of the receipt of Government approval, 15% 
of the balance within 24 to 30 months, and the remainder gradually thereafter, 


3:09 It had been indicated by the Company that on the basis of the installed capacity at 
Gomia, it will be possible for them initially to increase the production of intermediaries required for 
the manufacture of NG based explosives by making marginal improvements and de-bottle necking. 
To meet in full the requirements for the proposed expansion, they will need additional quantities 
of intermediaries like nitric acid and ammonium _ nitrate, and the production facilities for these are 
proposed to be installed at the new site. These intermediaries will be produced at the new site and 
transported to Gomia to meet a part of the requirements there. The proposal implies the setting up 
of the following additional plants:— 


TABLE 22 


Major Plants proposed to be installed by IEL for the expansion Proposal 
Major Plants at New Site : 


Nitric Acid Plant 7 . . ‘ . . * Toff, capacity 10,000 t.p.a. equivalent explosives pro- 
: duction 15,000 t.p.a. (10,000 t.p.a. at new site and 5,000 
t.p.a. at Gomia), 


Ammonium Nitrate Plant - : 7 . ‘ * I off, capacity 10,000 t.p.a. equivalent explosives pro- 
duction 15,000 t.p.a. (10,000 t.p.a, at new site and 5,000 
t.p.a. at Gomia). 


Sensitiser Plant~ . . . . . * I off, capacity 2,700 t.p.a. HAMN liquor, equivalent ex- 
plosives production approximately 7,500 t.p.a. small 
diameter slurry. : 


Dope House + . . : . : * One house with facilities toweigh and sieve ingredients, 
capacity adequate for 10,000 t.p.a. slurries. / 

Mixing and Cartridging Houses + ‘ . ' * Two houses each containing equipment for mixing and 
cartridging of 5,000 t.p.a. slurry explosives. 

Packing Houses . . . . ‘ . + Two houses each containing facilities adequate for 


packing of 5,000 t.p.a. slurries. 
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Major Plant Additions at Gomia : 


Sulphuric Acid Pot Concentrator * : . . * One off, capacity 9,000 t.p.a. equivalent explosives 
production approximately 9,000 -t.p.a. 
Ingredients Preparation Plant , ‘ : . * Extension to the existng Ingredients Preparat ion Plant 


to accommodate additional load for drying and grind- 
ing of woodmeal. 


Dope House: ‘ . . ‘ ‘ ‘ - One Dope House with facilities adequate for weighing 
and sieving of ingredients for 6,500 t.p.a. NG explosives. 
Biazzi Cartridging House ° . . . : * Two off cartridging houses with cartridging machines, 


The capacity of each house will be 4,500 t.p.a. for 32 mm 
diameter cartridges and 2,500 t.p.a. for 25 mm diameter 
cartridges. 


Mixing and Packing Houses : ‘ ‘ ‘ With utilisation of stand-by mixing and packing houses 
installed in 1974, the mixing and packing capacities at 
Gomia will be adequate for 40,000 t.p.a, explosives. 
to no additional mixing or "packing house is pro- 
posed. 


Source : The applicant'Company. 

3-10 As regards production pattern, it has been indicated that no particular changes is con- 
templated in the production of NG based explosives. The slurry based explosives to be produced 
at the new site will include both explcsives of large and small diameters; about 7,000 to 8,000 tonnes 
will be of HAMN sensitized type. 

Employment 


3-11 The number of persons employed by the Company was 4,385 on September 30, 1975. 
Out of this about 2,500 were employed in the explosives unit at Gomia. The Companv has. esti- 
mated that as a result of the proposed expansion the number of persons employed by the company 
will increase by about 500. No break-up of this number between Gomia and the new site is available. 
Raw Material Requirements 
3-12 The applicant company has stated that the requirements of raw materials for the two 
types of explosives would be as per the follewing table: : 
TABLE 23 
Requirements of raw materials for the expansion proposal 


(for production of 1000 tonnes) 





A A EY Sp 





Name of the raw material Quantities required Approximate value Source of supply 
(tonnes) (7000 Rs 
(1) ; (2) (3) (4) 
(a) Slurry Explosives : 
Ammonium Nitrate - . : 7 ‘ 640 1600 Indigenous. 
Sodium Nitrate : . : ° , 135 405 % 
Ethylene Oxide . : : : ¢ 100 1000 rr 
Nitric Acid + : : : 7 . 93 242 a 
\ 38 600 ” 
Aluminium Powder Thickening and 
Cross Linking Agents : : ‘ J 7 105 3 
Surfactuants - : i : : 4°5 81 
Packing materials - . . : 7 As required iy 
(b) Nitroglycerine Explosives : 
Nitrocotton - : : : 7 ‘ 6:0 176 Partly* imported 
Sulphur - . ‘ , 7 . pee 58 62 Imported 


Ammonia «+ ttt 357 1086 Indigenous 
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TABLE 23—Contd. 


Requirements of raw materials for the expansion proposal 
(for production of 1000 tonnes) 








(1) Le (2) (3) (4) 
Salt : : , sees . ’ 130 29 Indigenous 
Soda Ash i Hg OR RP oe 8 21 27 is 
Barytes - . . . . . * 35 13 S 
Glycerine . , : . . . 31 1185 Pa 
Ethylene Glycol . 7 =< s 35 453 Pe 
FunaceOi «0-0 ttt 107. 94 . 
Match/Paraffin Wax - . ‘ ‘ ‘ 38 93 a 
Guar Gum ° : : ‘ : 2 18 “i 
Manila Paper - ‘ S . . . 35 333 as 
Woodmeal ‘ . ‘ ‘ . . 27 14 s 
Packing Materials - ‘ . ‘ As required a 


*Imported quantity would be approximately 1-7 tonnes of value Rs, 34,000/- 
Source :; The applicant Company. _ 


The exact quantities of the various mat.rials would vary according to the product-mix which 
would be finally produced. Most of the raw materials would be indigenously available. Only a 
small part of raw materials required for NG based explosives would have to be impoited. Their 
value would be about Rs. 34,000 for every 1,000 tonnes of NG explosives. A small quantity of nitro 
cellulose may also continue to be imported for a few years as satisfactory indigenous sources are yet 
to be developed. 


Foreign Collaboration 


3-13 As mentioned earlier, the applicant Companv has already obtained the approval of the 
Government of India for foreign collaboration with M/s. Canadian Industries Ltd. (CIL) for the 
manufacture of Slurry explosives. It may be noted that this Canadian Company is a subsidiary of 
ICI(U.K.) It is said to be the largest producer of explosives, chemicals and allied products in Canada. 
It has been stated bv IEL that CIL’s Central Research'Laboratory near Montreal is one of the leading 
research groups in Canada. CIL operates six major explosives manufacturing plants in Canada, 
whose producticn exceeded 1,80,000 tonnes of explosives and blasting agents last year. 65,000 tonnes 
of these explosives, i.e., 36% were of the slurry type. It has been claimed that CIL’s long expe- 
rience in the use of explosives combined with its excellent :esearch facilitie. and personnel have led 
to many notable ‘firsts’ in explosives technology. Some of these are:— 


“‘Short-period Caps—These detonators introduced the millisecond blasting technique to both 
surface and underground operations as early as 1947. 


“Hydromex Slurries—The World’s first commercial ANTNT-water slurry expisovic. Introduc- 
ed in Canada by CIL in 1958, providing reliable performance with economy and safety, 
Hydromex was the forerunner in the development of the widey diversified range of slurry 
explosives now available from CIL. 


“Pneumatic Loading System—The most complete range available in the explosive industry 
for bulk-loading AN/FO. This important programme began in 1960 when AN/FO blast- 
ing agents were rapidly being introduced in underground mines. 


‘‘Anodet Delay Blasting System—tIntroduced in 1964, this non-electric system eliminated the 
static electricity problem met during bulk-loading of AN/FO blasting agents in underground 
operations. It was a major development in the methods of initiation available for AN/FO 
in underground werk. 


"Fortable AN/FO Mixer—A_ unique miniatuiized AN/FO blending unit which brings the 
advantages of bulk handling to the small volume surface blasting operation. Introduced 
in 1967 it was the first of its type brought into use in North America”. 
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3-14 It has been stated that CIL produced the area’s first commercial ammonium nitrate— 
TNT—water slurry explosive—in 1958. These “Hydromex” slurries were the fore-runne: of a wide 
range of slurry explosives now marketed by CIL. CIL now also markets non-TNT, metalized 
bubble sensitized, NCN type slurries and holds world wide patents for this product. For small dia- 
meter non-permitted slurries, in addition to using a licence of Ireco of USA, relating to the process for 
producing paint fine aluminium based slurries, CIL has also developed products based in their own 
R & D and formulated a small diameter slurry composition of their own. Realising the limitations 
and hazardous nature of some of these products, it has been stated that CIL has now developed slur- 
ries based on a chemical sensitiser, Hydroxy Alkyl Mononitrate (HAMN). These explosives included 
both large and small diameters. CIL holds a number of world wide patents in this field. 


3-15 IEL’s foreign collaboration agreement.as approved by the Government involves the 
payment of royclty at 4% subject to Indian taxes for a period of five years. The royalty will be eal- 
culated on the basis of the net ex-factory sale price of the product (exclusive of excise duties) minus the 
landed cost of imported components. It has been laid down that the payment of royalty will be res- 
tricted to the existing licenced capacity plus 25% inexcess thereof. If producion exceeds this quantum, 
prior approval of the Government would have to be obtained regarding the terms on which royalty 
is to be paid for such excess production. It is not clear from the letter of approval whether the rele- 
vant licenced capacity would te only that for Slurry explosives ot the total licensed capacity for explo- 
sives as such. Probably the former is implied. 


3-16 The Company has provided a clarification to say that the foreign collaboration agree- 
ment is for a particular kind of Slurry explosives, viz., those sentsitized with Hydroxy Alky! Mono- 
nitrate. The Government approval* however merely speaks about collaboration “for the manu- 
facture of slurry explsovies” and terms of royalty on the basis of “existing licensed capacity plus 25% 
in excess thereof” and does not confine the payment of royalties to production based on this particular 
type. We do not know whether it is proposed to include these separately as a part of the proposed 
agreement. The Company has further stated that the agreement will provide for payment of royalty 
for five years from the start up of commercial production or eight years from the date of agreement 
whichever is earlier. 


Capital Cost of the Project 


3-17 As indicated earlier, in its application made in June, 1971, the capital cost of the project 
was put by the Company at Rs. 770 lakhs as per details below: 


Land — To be intimated subsequently 
Plant and Machinery: 
Indigenous ‘ ‘ : . . * Rs, 527 lakhs 
Imported » . . : . . + -Rs, 60 lakhs 
Rs, 587 lakhs 
Others - ‘ : . : . . + Rs, 188 lakhs 
Grand total , 2 : ° * Rs. 775 jakhs 


In the application under the MRTP Act made in August, 1974 the cost of the proposed expan- 
sion ‘was indicated as follows: m 
TABLE 


Capital cost of the project 
Land -° . ‘ : : . . * Rs. 100 lakhs 
Building and site development : : + Rs. 200 lakhs 
Plant and Machinery : 

Indigenous + + +t ORS. 936 lakhe 
Imported - . . ‘ . . + Rs, 114 lakhs 
Rs, 1050 lakhs 
Working Capital - . . . ’ * Rs. 300 lakhs 
Grandtotal - + + + + Rs, 1650 lakhs 


Source : The applicant Company. 


3-18 During the course of the enquiry, the Commission obtained more details relating to the 
capital cost of the project. Detailed break-up of capital expenditure for the expansion at Gomia 
and for the establishment of new facilities at the new site have been obtained and are presented in 
Appendix VIII. The position is summarised below: 


eee A eS —ira—R r 
*Letter No. FC, 120(75) 569(74)/75 dated 27-6-75 from the Ministry of Industrial Development and Civil Supplies. 
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3:19 The details relating to the Plant and Machinery proposed to be imported are given 








below: 
TABLE 26 
Plant and Machinery proposed to be imported 
Item CIF Cost 
(Rs, lakhs) 
1. NitricAcid Plant -  * + + ee eg 
2. Ammonium Nitrate Plant . . . . . . . . . . * 10 
3. Slurry Cartridging and Sensitiser Plants - . ‘ , . : ’ . + 4h 
4. NG Explosives cartridging oe . . ’ ' : ‘ . . . 9 
5. Ammonia storage and rail tankers «+ - - . . , . . ee + 24 
6. Greenbats . . . . . 6 
Total . . . _t hs . . . ‘ . . . . + 114 





Source : The applicant Company. 


Justification of the proposal 


3-20 Demand—Supply Balance—The Applicant company,at different stages in the discussions 
of the proposal, have put forward various facts and arguments in justification of this proposal. The 
first point in justification is that the demand-and supply. projections for blasting explosives indicate 
that additional capacity for the production of this commodity needs to be created in the country. As 
the present proposal has been under discussion right from 1971, the demand and supply projections 
have also undergone changes. In the I (D & R) Act application of 18th June, 1971, it had been 
pointed out that the demand for blasting explsovies, which was said to be 34-45,000 tonnes at that time 
would grow to 45,000 tonnes by 1975-76 and 60,000 tonnes by 1980-81. Based on IEL’s experience 
of manufacture and marketing, the pattern of demand and availability of supplies for a ten years 
period from 1971 was given as follows.:— 


TABLE 27 


Demand and supply position relating to Explosives—-1971 to 1980-81 








1971 1975-76 1980-81 
Small Large Total Small Large Total Small Large Total 

Dia- | Dia- Dia- Dia- Dia- Dia- 

meter®* meter** meter* meter* meter* meter* 
Demand : 25,000 7,500 32,500  _- 34,000 11,000 45,000 44,000 16,000 60,000 
Supply - . 22,000 7,500 29,500 28,000 11,000 39,000 28,000 16,000 44,000 


Short-fall : 3,000 wi 3,000 6,000 es 6,000 16,000 .. 16,000 





*Including LOX, etc. 
Source ; The applicant Company. 


At that time TEL’s idea was that the small diameter explsovies would essentially consist of 
conventional NG based explsovies as slurries had not yet been properly established in this area. 
Though the demand for NG based explosives was expected to grow at a rate of 30% the major growth 
was expected to be in slurry explsovies where the market would grow by 1981 to 200% of 1971. TEL 
estimated that if steps to instal additional capacity were not taken quickly 30,000 to 50,000 tonnes 
explosives may have to be annually imported by 1980. 


3-21 In the MRTP application of August 31, 1974, IEL pointed out that the proposed expan- 
sion was etsential to meet the projected requirements of explosives in the 5th Five Year Plan period. 
IEL stated: 


“We are currently manufacturing commercial blasting explsovies at Gomia, Bihar, at the rate of 
approximately 31,000 tonnes per annum. At present there is a shortage of small diameter 
62—10 M of LJ & CA/ND/79 
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explosives and imports are being arranged to meet the industry’s requirements. This 
shortage is expected to aggravate in the next Few years, not only because of the normal 
growth in demand, but'also because the requirements of explosives are expected to rise 
at arate much faster than hitherto due to the increased emphasis on the mining of coal 
and on the building of infrastructural facilities; such as irrigption and power projects. 
We accerdingly expect the market for commercial explo-sives to grow from the current 
level of some 46,000 tonnes to about 110,000 tonnes by 1980/81.” 


3-22 The position as put forward by IEL during the Commission’s enquiry may be stated 
as follows: 


The consumption of commercial blasting explosives has been growing steadily with the increase 
in industrial activity. The world energy crisis has led to the need for increased dependence on coal 
which has caused a further spurt in the demand for explosives. IEL pointed out that they had car- 
ried out elaborate analysis of the projected needs of various sectors of the economy which consumed 
explosvies, and on that basis come to the following conclusions about the demand for explsosives 
at the end of Sth and 6th Plan period:— 


TABLE 28 
Expected Demand for Explosives—1978-79 and 1983-84 


1978-79 1983-84 





Mining - : . : : . ‘ : : : . . . ' ‘ 67,000 109,000 
Non-Mining - , . , . . . ‘ . , . ‘ . 19,100 31,000 
86,100 140,000 


Source : The applicant Company. 


3-23. As compared to this projection of demand, it was pointed out that the installed manu- 
facturing capacity as at present was stated to be as follows: — 





TEL 35,000 tonnes 

IDL ° ‘ . . . . * 4 5,000 3 
ch 

FCI $+ : ’ . . . . . 8,000, 

it 58,000 


Taking into account the expected shortage of explosives, a number of letters of intent and lice 
ences have been issued since 1960. However, IEL further started, taking those cases which are being 
pursued to any serious extent, the position is that expansion and new licences/letters of intent are 
available for an additional capacity of 64,000 t.p.a. as below, making a total of 122,000 t.p.a. 


Licences : - Be: 
IDL SoBe P ‘ F 5 + 7,500 


Narendra : 7 : ‘ * 10,000 
DGOF/CIL > . ’ : . + 6,000 
23,500 


Letters of Intent : 


IDL . . . . . ‘ +. 7,500 

IBP . . . . : . * 18,000 

FCI . : . . . . * 15,000 “(The letter of intent we believe has not yet been issued)” 
Total see 40,5000—O” . 


G.Total «+: ‘ ‘ , * 64,000 
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3:24 A further point made by the applicant company was that it was not merely enough 
to ensure that adequate capacity is licensed to provide for production of 85 to 91,000 tonnes per 
annum on the assumption of 80% utilisation of plant and machinery. The explosives technology is 
complex and considerable manufacturing discipline is required, both these t-ke time to imbibe. Skills 
have to be built up, proven recipes have to be used and statutory regulatious have to be followed. All 
this involves time; “in short, not every one can make explosives, and those who do, have a learning 
period”. For these reasons, IEL believed that, out of the licensed capacity 122,000 tonnes per annum, 
the production by 1978-79 would only be of the order of 70,000 tonnes per annum, leaving a shortfall 
of 16,000 tonnes. Similarly, if no more capacity was licensed there would be a shortfall by 1983-84 
of 33,000 tonnes. To support this, IEL pointed out tha‘ the balance of demand and supply, without 
IEL’s proposed expansion, may be estimated as follows:— 





TABLE 29 
Balance of Projected Demand and supply for explosives 
(000 tonnes) 
1976-—77 1977~78 1978-—79 1979—80 1980—81 1981-82 198283 1983—84 
Demand . : ’ 62 14 86 98 109 119 130 140 
Supply ses 57 61 70 84 90 97 102 107 
Short-fall . . ‘ 5 13 16 14 19 22 28 33 


Source : The applicant Company. 


It was, therefore, suggested that “even with IEL’s proposed expansion the shortage of explosives will 
continue and that without it the imbalance will be aggravat:d further. Indeed, if the past experience 
of the learning curve in this field of technology is any guide, the supply estimates are optimistic 4s most 
of the additional capacity would be installed by new entrants and the gap could in fact turn out to be 
much larger than shown above.” It was, therefore, claimed by the applicant company that its pro- 
posal needed to be approved in view of the necessity to ensure the creation of this capacity to avoid 
shortage in an essential industrial supply. 


3-25 Animportant point made by the applicant company in this connection was that, of the 
many new licences in this field, only IDL Chemicals have had experience of explosives technology. 
Even their record shows that the learning curve in the industry is a long one. It would therefore 
be quite unrealistic and over-optimistic to assume that new entrants, with no experience in thio field, 
can attain the rated planned capacity in a short time such as three years. It was further pointed out 
that the other proposals before Government are based mainly on the production of small diamoter 
Slurry explosives. It was submitted on behalf of IEL “in spite of the advantages which Slurry explo- 
sives are credited with, the technology is still a developing one and has a long way to go before all 
problems connected with it are solved, specially in the case of small diameter slurry explosives. In 
addition to the special problems regarding what are called ‘permitted explosives’, which constituted 
a large proportion of the Indian explosives market, even in the non-pei mitted explosives, slurries 
have not made their mark in all the areas of use, e.g. explosives of 25 mm. diameter—the preferred size 
among non-permitted explosives in India. To all this, IEL pointed out, “must be added the under- 
standable conservatism of the explosives consuming industries particularly coal mining to readily 
accept new products without prolonged trials and experience.” In view of his, IEL pointed out that 
it may be hazardous not to ensure the supply of well-tried explosives through the expansion of IEL. 
A shortfall of even 5,000 tonnes of explosives could have a serious impact on the production of coal 
and therefore on the economy in geneial. 


3-26 It has been pointed out that, in view of the sisks involved, the Ministry of Energy (Depait- 
ment of Coal) has suggested that the capacity to bs sanctioned should exceed actual capacity needed 
by some 25%. This, combined with the fact that the possibilities of a new entrant being able to set 
up a new unit within the next two years so as to commence production and make available supplies 
acceptable to the consumer by 1978-79 being almost nil, strongly suggest (according to the IEL) that 
the proposal by a well-established manufacturer like IEL needs to be approved. 


Why 1EL? 

3-27 Itis the contention of the applicant Company that the likely shortfall in the supply of 
explosives can be reduced most effectively and within a very short time through their proposed expans- 
ion. The applicant’s have mentioned a number of factors in support of this claim. 
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3-28 The applicants have stated that it is true that they are a company with 51°% shareholding 
owned by ICI (U.K.) and also that they are a large industrial house. However, it is their contention 
that the activities in which they are engaged are. also important and since these are in the core sector 
and are capital intensive their large size is unavoidable. It has also been suggested that shareholding 
by I.C.I. (U.K.) is a great source of strength enabling them to have continued access to sophisticated 
explosive technology and technical information, and support from “a world leader in the chemical 
industry”. ; 


Past performance 


3-29 IEL has claimed that they are a “joint sector” company, one of the first of its kind to 
associate the Government of India with a foreign partner with the objective of importing sophisticated 
technology to support the domestic manufacture of a basic product. In line with the original “Decla- 
ration of Intention” at the time of the initial proposal, the Company has ensured growth in the produc- 
tion of explosives in response to the needs of the economy. From a modest start with production of 
a limited range of explosives in 1958, the Company has now developed into an integrated complex 
producing a wide range of explosives and accessories and developed a system of expert technical 
service for the benefit of its consumers.’ Increase in production levels and diversification have been 
achieved as a result of high technical and managerial competence, through operating existing plants 
at high levels of productivity and by ensuring a short gestation period for setting up new plants. 


3-30 It has heen pointed out that, through timely steps and proper technical management- 
the Company has ensured that the:e would be no shortage of explosives for meeting the basic require- 
ments of various categories of consumers. It has been claimed that there has hardly been any occasion 
when the production or operations in any vital sectors of the economy, including defence, have suffered 
as a result of the shortage of required explosives or accessorires. Special mention has been made 
by the applicant company of the fact that satisfactory supply of products together with necessary 
technical advice has made a significant contribution to the development of border roads, an essential 
requirement of the country ’s defence effort. Similarly, in view of the importance that coal production 
has come to have as a result of the energy crisis, the applicants have made sure that the coal industry 
will not suffer by shortages of explosives which are vital for coal production. The company has fur- 
ther claimed that, while maintaining and increasing supplies so as to meet the needs of important 
sectors in the national economy, they have refrained from exploiting their position as a major producer. 
This is both because of the efficiency of their production operations and the deliberate pursuit of a res- 
ponsible price policy. The applicant company was able to maintain its prices practically unchanged 
and sometimes even reduced them between 1959 and 1972. It was only from 1972 onwards, when 
with very large increases in coSts it became impossible to hold the price line, that the company resorted 
to price increases in regard to its explosives products. ~ This will be indicated by the Statement regard- 
ing effective prices submitted by the applicant company (see Appendix VI). 


3-31 During 1966-68, the Company diversified into the fertiliser industry by setting up an effi- 
cient plant and achieved a high level of plant utilisation which, it is claimed, can be considered as 
further evidence of the Company’s competence. 


Professional Management and Technical Competence 


3-32 It has been claimed that IEL is a professionally managed Company. All staff, including 
the members of the Board of Directors, are selected on the basis of their professional qualifications 
and experience. It has also been indicated that IEL and its senior personnel have benefited to a great 
extent because of their association with the ICI (U.K.) in matters of training and access to 
technical information. 


3-33 It is the Company’s contention that, due to the hazardous nature of the product, manu- 
facture of explosives requires a high degree of technical competence, and rigid safety standards have to 
be observed. The technical expertise needed is of a very specialised nature. It has been pointed out 
that greatest importance is attached by IEL to quality control at all stages of manufacture. Elaborate 
systems of quality control in respect of both raw materials and finished products, including sampling, 
testing and chemical and performance tests on finished explosives have been laid down. There are also 
stringent safety requirements under statutory regulations on the storage, stability and sensitivity to 
detonation of explosives. The Company not only follows these, but has also developed its own 
special regulations to ensure quality and safety, the later being formulated on the basis of its own 
experience as well as the experience of the parent company. It has been stated that no diviation from 
these high standards of safety is permitted as it can result in serious consequences and may lead to deterio- 
‘ration of explosives on storage, or poor performance or even misfiring in the field; this later is very 
much dreaded by mining people not only because of possible loss in production but also because of 
the risks involved to mining personnel. 
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3-34 The company has also maintained an enviable safety record over the years. In the first 
15_years of its operations, there had been no fatal accident, an achievement which it is claimed may be 
considered unique in the history of explosives manufacture in the world. The Company had a major 
accident in 1973 but it is claimed that, because of their knowledge, confidence and expertise, they were 
able to rebuild the damaged plant within the shortest possible time and, since then, there has again 
been a high level of safety. It has been indicated that the Company has been awarded a total of 16 
national safety awards in competition with all chemical, fertiliser and explosives factories in’ the 
country. 


3:35 - It has been contented by the Company that the need to back the sophisticated ‘and specia- 
lised technology involved in the manufacture of this product by a first class Research and Develop- 
ment set-up was recognised by them right from the beginning. It is claimed that, over the years, this 
department has received much attention and to-day it is one of the most important centres in the world 
for R & D in explosives. Apart from the work of adapting different products to suit local condition 
and specific needs, and developing indigenous raw materials, the R & D department has also developed 
new products. The company had applied and obtained a number of patents based on its research 
findings (See Appendix IV). It is the Company’s claim that they were the first in India to undertake 
work on Slurry explosives and Dry Blasting Agents, and also the first to offer large diameter slurries 
in the country, as early as in 1968. It has also been claimed that they were the first to put in the market 
cartridges of small diameter Dry Blasting Agents, in 1973. As a result of considerable work of pio- 
neering nature on small diameter slurries carried out since 1969, the Company claims to have generated 
a wealth of background information relating to the ‘mechanism of sensitisation of slurries’, ‘formulation 
techniques’ and ‘mechanical cartridging equipment’. Considerable work has also been done to eval- 
ute several possible sensitizers and this has demonstrated the need for a chemical sensitiser. It is the 
Company’s contention based on its own research, that HAMN type sensitisers, the technology for the 
use of which is being obtained by the Company from abroads, are the most promising. In view of the 
considerable work done by the Company in this field, they claim that they will be able to develop these 
types of explosives in the shortest possible time. The company claims to have developed a Slurry 
Pump Truck for bulk transportation of sluiries to the blasting site. The company also claims to have 
developed explosives systems for underwater blasting. 


3-36 Because of the hazardous nature of the product, technical service to the consumer is an 
impcrtant aspect of the work of an explosives manufacturer. To meet this requirement, the Compan: 
has established a full scale Technical Service Development Department, which provides services all 
over the count-y to large as well as small customers, and also in the export market. The company’s 
Technical Service Department is manned by well-qualified and experienced mining engineers. Apart 
from attending to the technical problems faced by the customers, the Department also satisfies the 
specialised requirements of different segments of industry and individual consumers. Its special 
contributions as claimed by IEL have been already mentioned in Chapter II above. 


3-37 It has been indicated by the Company that because of the risks involved in the manu- 
facture of explosives, the correct selection and design of manufacturing equipment is of utmost import- 
ance. The Company has achieved import substitution on a large scale and saved considerable foreign 
exchange by developing certain equipments. This achievement is claimed to be all the more important 
because extreme care has to be taken in the selection of equipment and ils components due to the hazar- 
dous nature of the manufacturing process. The company claims to have built up a fund of know- 
ledge in designing and fabricating equipment indigenously and it is claimed that foreign exchange 
to the tune of Rs. 250 lakhs has heen saved over a pericd of years. It-is stated that the current state 
of slurry technology is such that certair equipment will have to be designed and perfected, specially 
for mechanising and cartridging, calling for a high order of engineering skills and experience. It 
is the Company’s claim that they have developed such expertise. 


Welfare of Employees 


3-38 TEL have claimed that they pay considerable attention to the welfare of their employees. 
An area which had been only 4 jungle before has been transformed into a large and well laid out hous- 
ing colony with modern amenities and. facilities fur educational, medical, recreational and other 
needs. 


‘It is also claimed that in an area where there is considcrable poverty and unemployment, 
the Company has built up traditions as a modern and enlightened employer. The wage level of the 
Company’s employees is said to be one of the highest in that part of the country.. 
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Social Responsibility 


3:39 It has been further pointed out that since its inception, IEL have taken special interest 
in developing ancillary and feeder industries. Technical assistance is often provied to these indust- 
ries in solving *heit production problems. Asvistance is also extended to these units in the procurement 
of quality iaw materials. Among the industries mentioned in this connection are those supplying- 
packing materials such as card boards, units producing raw materials such as alum, charcoal and 
chemicals, and various engineering workshops as well as carpentry shops. 


3-40 In view. of the fact .ha: the explosives factory at Gomia is located in a rural area, IEL 
have undertaken on its own initiative certain obligations for the development of that area A few 
years ago when there was 4 drought, IEL constructed 50 wells in the neighbouring villages. Three 
villages in the nearby area have been adopted for a programme of integrated development. The 
company also claims io have made generous donation to official relief funds during natural calamities, 
such as droughts and floods. 


‘Other Special Features 


3-41 It has been pointed out that an important criterion to judge the propriety of approving 
a project for the production of explosives under the present circumstances is whether the applicant 
would be in a position to speedily establish the additional capacity so as to minimise the risk of short- 
age in the supply of explesives that otherwise would face the country in the next few years. Moreover, 
the proposed supply may be balanced in that it should include both already established and accepted 
types of explosives, such as NG based ones, a8 well as the newly coming up Slurry explosives. It is 
claimed by [EL that they wculd be in the best position to-satisfy these criteria. Their proposal involves 
the expansion of their production of NG’ based explosives'at Gomia as well as the setting up of new 
capacity fo. Slu:cy explosives at a new sitc.-. With the expertise already built up and infrastructure 
facilities well established, the increase in the production of{NG based explosives can be speedilv imple- 
mented. With the expericnce already attained in the production of slurry based explosives and also 
the reputation established in the market,it is claimed that IEL would be in the Jess posiiion to establish 
new capacity for slurry based explosives and to market these effuctivelv to the satisfaction of con- 
sumers. Approval of their proposal, it is claimed, wculd also ensure that the fiuits of the research 
efforts undertaken by IEL in the past will become available to the economy. It will also help the 
further development of the R & D work already well established at Gomia, especially in the field of 
slurry explosives technology. 


Market Share 


3°42 IEL have. pointed out that thuir market share in explosives being large should not be 
counted against them in considering the present proposal because the maintenance of this large share, 
specially in the face of capacity already licensed to other manufacturers, is only an indication cf the 
acceptability of their products as against the products of their competitors. Moreover every pioneer- 
ing venture is bound to have a large share of the market till enough time has elapsed for others to come 
up. Other producers are now entering the field and IEL’s dominance is already on the decline. The 
fact that the Government is a major shareholder—the sha:eholding of the President of India and 
public financial institutions tugether being about 19-5%—and, with a Government Director being 
on the board from the very beginning, its almust being a joint sector concern should also not be lost 
sight of in this connection, the Company has pointed out. The Company has further stated that 
Government approval to carry on its existing businesss has been obtained under the newly enacted For. 
eign Exchange Regulation Act, 1973. According to the Company “this establishes that these activities 
are clearly in the priority sector and that the proposed expansion has the same status as it is in the 
same line of business’. Moreover, according to the present policy of Government, large houses. 
are encoutaged in priority sectors and sectors involving highly sophisticated technology. These crit- 
eria, according tc the company, are clearly satisfied in the case of the piesent proposal. 


Justification under Section 28 


3-43 In addition the Company has also made the following submissions to establish that the 
proposal vind meets the basic requirements of Section 28 of the Monopolies and Restrictive Trade 
Practices Act. 


“(a) With its vast experience, technical and managerial expertise and its past record, IEL is 
: fully competent to ensure that production-supyly and distribution of this product is achieved 
efficienctly and economically and thus will help in meeting the requirements of the mining 
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and non-mining industries which play such a vital fact in the general economic position 
Ff ay rani} .We will therefore submit that we fully satisfy the test laid down in Section 
a) of the Ac’. 


“(b) With the marketing organisation established through a number of years, with the avail- 
ability of the sophisticated technical service, with the aid of the professional managerial 
skill available, IEL is competent to ensure that the materials reach its customers (majority 
of whom are Government Agencies) quickly, and efficiently and thus organise the trading 
activity in such a way so that the efficiency in this regard is further increased. We will 
therefore submit that the test in Section 28(b) is also fulfilled. 


“(c) The proposal will ensure that adequate quantities of high quality explosives are available 
to the industries which are vital to the country; as a result these industries would be able to 
mck. tac best use of their men, materials and their industrial capacities resulting in the 
achievement of their planned targets which is of utmost importance particularly in the face 
of the prevailing energy crisis. ; 


“(d) The test laid down in 28(c) will therefore be satisfied (d) LEL’s proposal envisages develop- 
ment of a new type of product also. IEL with its vast experience and technical expertise 
together with the research and developmental activities already undertaken by it, is in a 
position to effect significant technical as well as technological improvements in trade which 
should result in expanding the existing ma:kets and opening up of new markets. IEL 
therefore is in a position to satisfy the criteria in Section 28(d). 


“(e) Availability of explosives will help in exploring new areas of usage of explosives and will 
ultimately encourage new enterprises-as indicated eatlier, there would be enough demand 
to accommodate all manufacturers and in fact the expansion will help the inflow of right 
quality of product and encourage healthy competition. 


The present proposal therefore meets the requirements of Scction 28(e) of the Act. 


“(f) As demonstrated earlier, the proposal envisages opportunities for direct and indirec- 
employment and development of ancillary services. The sufficient availability of explo- 
sives of right quality will ensure achievement of the coal and other mineral targets and 
construction of important Government projects. The proposal if implemented will 
substantially help in regulating the control of the country’s material resources and thus 
would subserve the common pool. 28(f) of the criteria is thus satisfied. 


“(g) As mentioned in the proposal, the plant is proposed to be installed in one of the backe 
ward areas of Madhya Pradesh. This wou!d help in reducing disparities in development 
under different regions—the requirements under Section 28(g) is thus also met.” 


‘Objections to the proposal 


3-44 The Commission had issued a public Notification on October 23, 1975, inviting com-— 
ments, objections and information, if any, regarding the proposal. In response to this, objections were 
received from the following:— 


1. Shri R. Srinivasan, Hyderabad 

2. Shri K.K. Samanta, Calcutta 

3. M/s, IDL Chemicals Ltd., Hyderabad. 
4. M/s. Narendra Explosives Ltd., Dehra Dun. 


Shri Srinivasan drew the attention of the Commission to the monopolistic nature of the applicant 
Company. It was also pointed out by him that the growth of the applicants’ parent company, ICI, 
has been by mergers and acquisitions of competing firms all over the world, indicating the character- 
istic pattern of operation of such a company of wiping out competitors in the field.. Shri Srinivasan 
also pointed out that, though during the months of July, August and September blasting operations 
are generally lowest, [EL have successfully dumped ordinary detonators on dealers all over India for. 
in excess of their normal sales during the remaining busy month for blasting operations. His content- 
ion was that this could be possible only due to the fact that IEL have been tying up the sales of special 
gelatine explosives, which are in short supply, with other products, To support this allegation, he also 
supplied monthwise figures of IEL’s sales of ordinary detonators for the years 1973 and 1974. Shri 
Srinivasan did not appear at the Public Hearing. — 
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_ 3.45 Shri Samanta indicated that the applicants are one of the subsidiaries of ICI, (V.K.) 
and belong to the chain of world wide ICI organisations which represent one of the world’s largest 
monopolies. He stated that the ICI organisations in India are also already a.wel) knit power. He 
therefore felt that the proposal will be countrary to the declared principles of the Government to 
eons concentration of economic power. Shri Samanta also did not appear at the Public 

earing. - 


M/s IDL Chemicals Ltd. 


3-46 M/s. IDL Chemicals are the only other unit in the country, apart from the applicants, 
manufacturing industrial explosive as well as accessories. From time to time during the course of 
the enquiry they supplied considerable information and offered comments on the proposal under 
consideration. Their objections to the proposal are summarised below: 


(i) It has been stated that against the DGTD’s estimated demand for industrial explosives of 
83,000 tonnes by 1978-79 industrial licences/letters of intent have already been issued for 
a total capacity of 1,19,000 tonne. They have also stated that the demand estimates 
prepared by the DGTD in their opinion, on the higher side. In their estimate, demand 
by 1978-79 would about 79,335 tonnes per annum. IDL, thetefore, feels that there is no 
justification for issuing further licences, particularly for expansion of a monopoly house, 
which would result in discouraging the existing licence/letters of intent holders from 
implementing their projects IDL has also indicated that since 1960, a number of parties 
including large industrial organisations were issued licences/letters of intent by the Govern- 
ment of India’ However, none of them could implement their projects mainly because 
they did not think that they would beable to fight a giant like TEL which has entrenched 
itself in this industry. IDL has therefore expressed the fear that if IEL’s expansion is allow- 
ed it may hurt and drive away the existing manufacturers and inhibit any potential entrants 
from entering this field. IEL also ere that if it should be felt that advance licensing is 
necessary ove: and above the capacity already licerised, this object could be achieved 
quickly and with minimum capital expenditure by themselves. Through the use of conti- 
nuous process for Slurry explosives, a process which has been developed by their own 
R & Defforts during the last few years, they would be in a position to expand production 
quite rapidly. 


(ii) IDL have also pointed out that, taking into account developments all over the world, 
India should also encourage in future the manufacture of Slurry explosives and not NG 
based explosives. The applicant’s established capacity for the manufacture of NG 
based explosives and fresh capacities approved in the case of two other parties should 
be quite sufficient to meet the future needs for this type of explosives. IDL have stated 
that if in spite of this it is felt that the capacity for NG based explosives has to be expended 
further, it would not be in the public interest to encourage IEL to further expand in this 
field; it would be in the public interest to encourage newcomers. IDL have also shown 
their willingness to set up a NG based explosives plant on the basis of technical know-how 

_ from their new collaborators, Nitro-Noble of Sweden, who are claimed to be world famous 
in all types of explosives and who aie stated to be in possession of the most advanced tech- 
nology in the world in NG explosives. It has been stated that this advanced technology 
will be available to IDL without any payment of know-how fee or royalty. 


(iii) IDL have stated that they have established a very large R & D set up for getting over the 
few short-comings that exist as of today in the Slurry explosives. They have also developed 
a new continuous process technology for the production of Slurry explosives by which 
with very little capital investment, large quantities of Slurry exploives can be produced 
at different location to meet the local requirements, thus avoiding the hazardous process 
of transporting and storing explosives. If IEL’s proposal is sanctioned, it will act as a set 
back to the indigenous R & D efforts put in by IDL. 


(iv) IDL have stated that it will not be in the public interest to further strengthen the existing 
monopoly power of the applicant Company. It has been stated that JEL is a ‘foreign 
majority holding Company’. In view of this they have been remitting substantial amounts 
of money abroad. According to the reply toa question answered on 6th December, 1974, 
in the Lok Sabha, IEL was number two among the 20 companies remitting the largest — 
amounts of foreign exchange abroad, the remittance amounting to Rs. 148-40 lakhs in 
1972-73. It has been pointed out that IEL is a dominant industrial undertaking in terms 
of the MRTP Act, with a total monopoly in respect of NG explosives. They control 75% 
of the market in all explosives. It has also been pointed out that, though their sanctioned 
capacity is for the production of 28,000 tonnes per annum, IEL have been producing 
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much beyond their capacity for a number of years. In this respect they have violated the 
Industries (Development & Regulation) Act. IDL have also stated that, soon after the 
accident in IEL’s plant, a meeting was convened by the Department of Mines on 28th 
August, 1973 wherein IEL pleaded for installation of stand by equipment as an insurance 
against similar accidents in future. The representative of the Ministry of Industrial 
Development at that time indicated that such utiliastion of standby equipment would 
have to be purely temporary to tide over the difficulties faced at that time of shortage of 
small diametar explosives, and should not be cited for regularising production capacity at 
a subsequent date. IDL have expressed their surprise that, in spite of this IEL have been 


making regular use of this equipment and producing much beyond their capacity of 28,000 
tonnes. 


(v) IDL have also pointed out that there have been allegations that IEL have been selling 
their ordinary detonators and safety fuses to dealers during the monsoon period when 
demand for these products is generally low, possibly by resorting to tie-up sales of speciial 
gelatine NG explosives with these products, the dealers being able to obtain exorbitant 
prices for special gelatines because of shortages. IDL have also supplied the figures of the 
sales pattern of IEL during 1973, 1974 and 1975 and have pointed out that the high sales 
during the monsoon months of 1973 and 1974 have come down considerably in 1975 
wen investigations by the authorities on the alleged time-up in sales were started against 


(vi) IDL have also drawn attention to various tactics said to be adopted by IEL in the past 
These are enumerated below:— 


(a) It was pointed out that in Western countries safety fuse was getting obsolete and was 
being replaced by electric shotfire. In the 1950’s. TEL imported and installed a 
large safety fuse plant which was a second hand plant discarded by their holding 
company. IEL did everthing possible to perpetuate the use of the outmoded, unsafe 
and unreliable technology of using safety fuse in the country. 


(b) Though IDL obtained a licence to produce explosives in 1953, they took nearly six 
years to start production, during which period they continued to import explosives on 
monopoly basis from their parent company against payment in foreign exchange. 
Though their licence was only for 5,000 tonnes per annum, they installed a plant 
of a much larger size, 13,600 tonnes per annum, which was regularised subsequently. 
During the first few years of production, they set a very high price for their explosives 


oa were able to provide depreciation for a plant with much larger capacity and other 
acilities. 


(c) Till about 1965, IEL were importing permitted explosives into the country. Only 
when IDL started discussions with the Government in 1964 for setting up «:n explosives 
plant by importing master-mix Yugoslavia against rupee payment, IEL developed a 
crash programme for production of permitted explosives in the country and started 
producing these from 1965 onwards. IEL also started negotiations with IDL, offecing 
to supply them with master mix from Gomia. After considerable negotiations, IEL 
finally told IDL that their technical collaboration agreement prevented them from 
offering any after-sales service or technological information concerning the use 
of their master mix. Bv this time, Yugoslavia had already lost interest in the pro- 
posal and IDL could not take advantage of that offer. 


(d) IEL were the monopoly importers of detonators from their holding company and 
took no initiative to start the manufacture of this item in the country, informing 
the Government that production of detonators was technology intensive and require- 
ments did not justify indigenous manufacture. In 1961, when IDL were issued a lic- 
ence for the manufacture of 64 million detonators based on the Government’s esti- 
mated requirements for 1956-66, IEL immediately put up an application for licence 
for detonators. During 1961-63, prior in implementing their project, [DL were able 
to obtain suitable supplies of detonator from rupee payment countries and arrange 
such imports through the STC, thus halting monopoly imports by ICI. TEL how- 
ever obtained the industrial licence to manufacture detonators by exaggerating to the 
Government the expected demand for such detonator. When IDL pointed out 
this fact to the Government, IEL’s application was cleared by the Government only 
on IEL’s giving an undertaking that they would not go in for production of detonators 
until the capacity of IDL was fully utilised. IDL have stated that IEL have not kept 
their assurance and they have been producing around 54 million detonators during 
the last few years against their licensed capacity of 40 millions in spite of the fact that 
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IDL have enormous idle capacity for the manufacture of detonators. IDL have also 
pointed out that, even though IEL’s application for the manufacture of detonating 
fuse was rejected, IEL obtained subsequently a COB licence by misrepresenting 
to the Government that safety fuse and detonating fuse are one and the same item’ 
Here again it is stated that, against a licensed capacity of 2:8 million meters, TEL 
have been producing 3-7 million meters, although IDL have enormous unutilised 


capacity. 


(e) IEL were given permission to set up a plant for the manufacture of PETN, an essential 
raw material for the production of detonators, only to meet the requirements for 
40 million detonators. In spite of this they set up a PETN plant of very latge capacity 
taking into account their requirements for the manufacture of detonating fuse also, 
the application for licence for which had been rejected by the Government at that 
time. When in 1966 the licensing policy was liberalised, IEL set up a detonating 
fuse plant and managed to obtain a COB licence by misrepresenting set facts to the 


Goverment. 


(f) IDL have also pointed out that IEL resorted to the tactic of undercutting IDL 
in international markets. Such cases have already been pcinted out by IDL to the 
Ministry of Commerce for necessary action. 


3-47 At the Public Hearing, IDL pointed out that their objections were prepared on the basis 
of information provided by the Monopolies and Restrictive Tarde Practices Commission in its Noti- 
fication. However, only at the time of the Public Hearing, they came to know about the many changes 
in the original proposal. On the basis of the information available earlier, they had understood 
the proposal of IEL as being one of expansion from 28,000 tonnes per annum to 43,000 tonnes 
per annum. On the basis of the information available during the Public Hearing it became clear to 
them that the proposal is for expansion from 35,000 tonnes per annum to 50,000 tonnes per annum 
On the basis of additional information made available during the Public Hearing IDL added the 
following points to their earlier objections: 


(i) The technology which IEL propose to import has not yet been tried out anywhere in the 
world on a commercial basis and there have been instances of hazard and explosion in the 
countries where this technology has been practised even ona limited scale. It has also 
been stated that permission to import technology is against the Government's policy of 
encouraging indigenous development of technology and to avoid import of repetitive 
technology from abroad. 


(ii) IDL pointed out that the capital cost of Rs. 16 crores for achieving additional production 
of 15,000 tonnes is unjustified and may be just to frighten away any newcomers in this 


field. 


(iti) It was also indicated by IDL that if IEL proposes to obtain the requirement of Ammonia 
for their explosives plant from their own fertiliser unit at Kanpur, they will be enjoying 
enormous cost advantage as several concessions had been offered to them for the setting 
up of the fertilise: plant. In such a case, it would be a case of uneven ccmpetition between 


TEL and other manufacturers. 


M/s. Narendra Explosives Ltd. 


3-48 M/s. Narendra Explosives Ltd. had sent their objection to the proposal of Indian 
Explosives Limited to the Department of Company Affairs. It was their contention that to safeguard 
the interest of newcomers like themselves,the whole problem relating to the capacity for the manufacture 
of industrial explosives should be examined. They also stated that the two existing units and the 
three new enterprises who were granted letters of intent will be able to satisfy the increasing demand 
for this product. Any fuither additions in capacity will be detrimental to the interest of all concerned. 
The Company or the Government to encourage new enterpreneurs, the new units should be offered 
special help and co-operation in the initial stages. 


3.49 Jn their comments sent to the commission M/s. Narendra Explosives Ltd. indicated 
that both the existing units in this field are already in a powerful position and any further exparsion 
to either of them will cteate complications and problem for the new in marketing the produce as well 


as in the pracurement of raw muterials. 


3.50 Narendra Explosives did uot take part in the Public Hearing relating to this Enquiry 
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Public Sector Units 


3.51 The Commission also wrote letters to the units in the public sector which had been 
granted letters of intent in this field or were known to be interested namely. Indo Burmah Petroleum 
Co. Ltd. vee Fertilise: Corporation of India Ltd. (FCI) and Diectoiate General of Ordnance 
Facto1ies (DGOF). In response, comments a: well as considerable information have been received 
from these units. Two of the units, IBP and FCI, also sent objections to the proposul under con- 
sideration. DGOF, however, restricted itself only to offering its comments on the proposal. The 
major points mentioned by these units are summarised below: 


(i) Increase in IEL’s capavity will result in the continuance of their dominant position for a 
long period, restricting the growth of healthy and effective competition in this industry. 
To the extent IEL’s capacity inoreased, growth opportunity will be denied to the new 
unit.. In any case, it will be difficult for them to establish themselves against IEL which is 
well entrenched in the market TEL has also special competitive advantage in that their 
Gomia plant for the manufacture of this product has already been depreciated almost 
fully. further strengthening of IEL’s position through expansion will worsen the 
situation. 


(ii) IEL have sizeable foreign equity sharcholding resulting in a large outflow of foreign 
exchange on account of dividends. The rate of royalty proposed to be paid by IEL for 
technical collaboration is unduly high, much higher than that proposed to be paid by 
IBP, for. example. 


(iii) Detailed study of the future demand and.likely production of these products clearly brings 
out the fact that the requirements of explosives, till the end of the 5th plan will be adequat- 
ely covered by the production from the existing units, approved expansions, and the new 
capacity already approved. Two units in the public sector and a number of parties in the 
private sector have both the intention and the capability for setting up manufacturing 
facilities for commercial explosives to meet the projected demand. There is, therefore, 
no reason why JEL, which already has a very large capacity, should be allowed to expand 
in preference to the setting up of capacity by other organisations. 


(iv) If at any stage additional capacity is needed, IBP claimed that it is fully geared to put up 
such capacity either by further expanding the plants proposed to be installed or by setting 
up new plant. in the appropriate demand regions. With adequate financial, technical 
and other resources available with them, they can put up as many additional units as may 
be required within a short period. 


(v) Technology proposed to be acquired by IEL has not been proved elsewhere in the world. 
Moreover, Canadian Industries Ltd., the propused collaborator, itself has acquired 
supplementary technology from Ireco Chemicals. IBP’s proposed collaborators. 
The technology available with IBP 1s now used all over the world. The 
products developed by the proposed collaborators of IBP are free from the 
limitations relating to shelf-life, low temperature initiation sensitivity and small dia- 
meter sensitivity which are usually alleged in respect cf Slurry explosives, and are as good 
as and in some respects better than NG based explosives. 


(vi) LEL’s proposal involves much larger capital expenditure than would be needed by IBP 
for equal output. 


(vii) The proposals of the two units in the public sector to put in plants for the manufacture of 
explosives are in line with the Government’s policy of promoting core industries in the pub- 
lic sector. The step will also fulfil an assurance given earlier to the Parliament by the 
Government that additional capacity for the manufacture of explosives will be installed by 
public sector units. The major raw materials for the manufacture of explosives are avai- 
lable with the public sector units and public sector coal mining units are the major con- 
sumers of explosives. This also further strengthens the case for a policy of encouraging 
units in the public sector in the manufacture of these products. 


(viii) Technical know-how for the production of the major raw materials such as ammoninm 
nitrate and other ingredients are already available with the FCI. The only knew-how 
additionally required by them would be regarding the last step, the formulating and blend- 
ing process. Even though technologically this is a simple step, there are certain compli- 
cations specially in view of the safety factors. The technology for this purposeis being 
acquired. 
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Support by Gomia Employees 


3-52 It may be added that the Commission has received a communication from the Indian 
Explosives Workers’ Union, Gomia. The memorandum states that the wage structure negc tiated 
between the Union and IEL is the highest in the region except for the Damodar Valley Corpoation. The 
TEL have shown proper care for the safety of employees, and been generous in assisting workers involv- 
ed in accidents. A large number of workers in the Gomia unit aie in the age group 35 to 40 and, unless 
the unit continuous to expand, they will not have adequate opportunitics for promotion. The Union 
had held out an assurance that the workers will remain vigilant in guarding national interest and will 


take initiative in reporting the matter if they notice any misuse of the dominant position which IBL 
have in this product. 


CHAPTER IV 


ANALYSIS OF THE PROPOSAL 


Demand for Explosives 


4-01 The current demand for explcsives has been indicated by the DGTD at 44,000 tonnes 
(for 1975-76). According to the same source, the expected production for this year is said to be 
between 46,000 to 47,000 tonnes. 


4-02 Estimates ot likely demand by the end of 1978-79 have been recently prepared and. review- 
ed by the members of the Explosives Committee headed by the Coal Controller, Government of India 
(See Table 30). The demand for explosives for mineral production has been assessed by this Com- 
mittee on the basis of the projections of increases in production made in the Plan documents. The 
assessment of the requirements of other sectors which include the Civil Engineering Sector and Border 
Road Organisation has been given a> indicated by the representatives of the explosives manufacturers. 
On the targetted production of coal and lignite of 141 million tonnes by 1978-79, the :equirements 
of explosives have been projected at 46,600 tonnes. The blasting ratio, i.e., the ratio between quantity 
of explosives required and likely coal production, implicii in this estimate is about 330 tonnes of explo- 
sives per million tonnes of ccal production. The requirement of explosives for mining other than 
coal has been put at 24,400 tonnes by this Committee, thus adding to a totul requirement cf explosives 
of 71,000 tonnes for mining purposes. It appears that the Committee made no attempt to estimate 
the requirements of other sectors and accepted the figure of 20,000 tonnes as given by the manufact- 
urers’ representatives. The total requirement was thus put at 91,000 tonnes for 1978-79. The details 
are given in the attached Table. 
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4-03 The Guidelines for Industry, 1976-77, gives a demand estimate of 85,000 tonnes of 
explosives by 1978-79. The capacity required for producing this quantity has been 
put at 100,000 indicated a demand estimate of 84,000 tonnes by tonnes, assuming 
capacity utilisation at 85%. The DGTD had earlier indicated a demand estimate 
of 84,000 tons by 1978-79. Coal India Ltd. (CIL) have indicated that the demand for 
explosives in 1974-75 was 42,000 tonnes of which coal mining industry was ex- 
pected to use about 20,000 tonnes. According to CIL, the demand by 1978-79 (including require- 
ments of Border Roads) may be anticipated at 93,000 tonnes, of which the coal mining in- 
dustry will account for 50%. The Planning Commission has indicated that, while no specific targets 
have been laid down in the Draft Fifth Plan for commercial explosives, the requirements were assessed 
by various agencies from time to time. The Planning Commission estimated in May, 1975, that the 
likely requirements in 1978-79 may be of the order of 80,000 tonnes. In the estimates given by the 
Department of Coal, however, the estimate of the Planning Commission is put at 78,000 tonnes as 
against about 91,000 estimated by the Department of Coal (See Table 31). The objecting organisations 
have also provided estimates of likely demand by 1978-79. IBP has put its estimate at 84,693 tonnes 


(see Table 32), the IDL Chemicals at 79,335 tonnes (see Table 33) and Narendra Explosives at 83,000 
tonnes (Table 34). 


4:04 The applicant Company has projected the demand for explosives by 1978-79 at 86,100 
tonnes as given below (for details, see Table 36 and Appendix TX). 


TasBLe 31 


Estimates of Demand for Explosives by 1978-79 as supplied by the Department of Coal 




















ORGANISATION PLANNING COMMISSION IBP DEPARTMENT OF COAL 
‘ aiememeremincity ee Oh eee 
HN Produc- Explo- Produc- Explo- Produc- Explo- 
Sector é tion sives tion sives tion sives 
target require- target require- target require- 
= ment ment ment 
Million Million Million 
tonnes Tonnes tonnes Tonnes tonnes Tonnes 
MINING 
Coal & Lignite . : 140-2 38,000 141-0 43,113 141-0 46,985 
Iron Ore & Manganese - . 60:2 7,000 61-0 7,450 70-0 8,100 
Limestone/Dolomite . . 48-0 5,800 49-5 6,100 53-2 6,500 
Copper : ‘ : : 4.5 3,700 4-1 4,060 ~ 6:0 5,000 
Bauxite ‘ ‘ : : 1°8 300 1:8 270 2°90 400 
Lead & Zinc . . : 2:2 1,500 2-4 1,700 2:4 1,700 
Other Minerals ‘ : ‘ a 2,000 as 2,000 we 2,000 
TOTAL MINING . wh 58,000 “is 64,693 om 70,965 
NON-MINING : = 20,000 ae 20,000 | ae 20,000 
GRAND TOTAL: v3 78,000 33 84,693 = 90,965 








Source:—Department of Coal, Ministry of Energy. 


TABLE 32 


Estimates of Demand for Explosives by 1978-79 as prepared by IBP 


py th A i 





Zones Mining Non-Mining Total Permissibles Non-Per- Total 
missibles 

es 
Eastern - . . : 30,186 8,000 38,186 14,190 23,996 38,186 
Central - . . 7 20,315 1,000 21,315 "6,352 14,963 21,315 
Western : 3 . 1,880 1,000 2,880 : a 2,880 2,880 
Northern - : i .. 4,525 6,500 11,025 ai 11,025 11,025 
Southern ‘ : . 7,787 3,500 11,287 3,600 7,687 . 11,287 
TOTAL : 64,693 20,000 84,693 24,142 60,551 84,693 





Source: IBP. 
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TABLE 34 


Estimates of Demand for Explosives by 1978-19 submitted by Narendra Explosives Ltd. 











1972 (actual) 1978-79 (estimated) 

Mineral Quantity Consump- Tonnes Quantity Tonnes Require- 
raised tion of _— explo- targe- explo- ment of 
million explo- sives ted to sives explosi- 
tonnes) sives used be raised — required ves 

(tonnes) per m. (million) per M. (tonnes) 
tonnes 
mineral 
raised 
Coal/Lignite 79 14,000 97:2 147 274 40,300 
Tron/Ore/Manganese a : 3,650 1086 et 108-6 7,550 
Limestone/Dolomite 27 3,180 118 53.2 122 6,500 
Bauxite . 1°66 250 151 2°65 151 400 
Copper Ore - . 0-87 625 718° 6 833 5,000 
(eqv. to (eqv. to 
10,400 57,000 
tonnes tonnes 
copper) copper) 
Lead/Zinc 0:3 216 720 2:4 720° 1,700 
Gold - . 0:6 355 392 (0.64 592 380 
Mica - . . 0.014 298 21,300 0-015 21,300 320 
Other minerals : . . 23 119 Ne ma fc _ 1,000 
TOTAL-MINING- . 23,293 63,150 


retreat tS they ites repress 


Non-mining * - , . : 13,400 ~ an es Bs 20,000 
GRAND TOTAL : ar LS 36,693 is aA we 83,150 
*= As estimated by IEL. 
t= 1972-73. 
Source: Narendra Explosives Ltd. 
 Tas_z 35 


Sector-wise Estimates of Demand as prepared by IEL 








Industries Requirements 
Tonnes 
ee Sa Cee sane ee ne ee 


Mining Sector 





Coal/Lignite ‘ . : . . se ‘ : 46200 
Iron/Manganese «=: ° . . es . ‘ , 8300 
Lime/Dolomite * . . . . ‘ e . : $500 
Copper ° ° * . . » . . . . 4000 
Other minerals - . : . : i is ’ - 3000 
Total mining . . se Hoe ' 67000 
Non-mining Sector : : H, sadaele thes us : : 

DGBR . ° ° . . . od . . . 2000 
Roads and Railways” - : . . . . ‘ : 3000 
G. Hydel Projects - . . 5 : ‘ : 3 7 5000 
Minor Irrigation & Well Sinking - . . . . . 8500 
Harbour Projects - . . . . . . ° < 600 
Total non-mining - . . : 2 . : . 19100 

GRAND TOTAL : 86100 


Source: The applicant Company. 
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4:05 The demand for coal/lignite mining has been estimated by the Company on the basis of 
a target of 135 million tonnes of coal production in 1978-79. The blasting ratio used for estimating 
the requirements of coal mining has been assumed to increase from 225 tonnes in 1974 to 327 by 
1978-79, It has been stated that this ratio increased from 154-2 tonnes in 1968 to 225 tonnes in 1974. 
The Company. has indicated that the trend towards increase in the blasting ratio during this period 
is likely to accelerate further during the Fifth Five Year Plan period as pick mining is likely to be com- 
pletely replaced by blasting, significant increases are likely in the use of solid blasting techniques, 
and larger increases are expected in production from open cast mining as compared to underground 
mining. (Open cast mining requires more explosive per tonne of coal produced than undergound 
mining. (For iron and manganese ore mining, the Company has prepared its estimate on the assump- 
tion of a likely production of 62 million tonnes and a blasting ratio of 134. (The ratio observed during 
1974 was 119). For copper, requirements ef 4000 tonnes of explosives by 1978-79 have been estimated 
on the assumption of a production target of 5 million tonnes of copper ore, and the requirement of 
explosives at 800 tonnes per million tonnes of copper production. No specific bases have been indi- 
eated by the Company for its estimates for other uses. 


TABLE 36 
Estimates of Demand for Explosives by 1978-79 and 1983-84 as prepared by IEL 
(Tonnes) 
. 1972/73 1973/74 1974/7$ 1975/76 1976/77 1977/78 1978/79 1983/84 
a 
Coal and Lignite  - : 14900 . 16600 20600 26400 31200 38500 46200 74000 
Tron and manganese : 4200 4400 4600 5100 5600 6900 8300 12000 
Copper - - : . 800 1100 1500 1600 2400 3200 4000 9000 
Limestone/Dolomite and 
other mining ss 4000 5900 6700 7400 7400 8000 8500 14000 
ToTaL MINING : 23900 28000 33400 40500 46600 56600 67000 109000 
Non-mining projects . 10800 12000 13000 14500 15400 17400 19100 31000 
GRAND TOTAL 7 34700 40000 46400 55000 62000 74000 86100 140000 


Source:—-The applicant Company. 


4-06 From the data given above, it will be seen that there is not much difference of opinion 
regarding the estimates of demand, specially for the next few years. For the mining sector, the esti- 
meat of the Department of Coal is the highest at about 71,000 tonnes. The Planning Commission’s 
estimate for the mining sector is 58,000 tonnes. Indo Burma Petroleum, a public sector corporation, 
claims to have made a careful estimate of demand) and has arrived at a figure of 64,700 tonnes. IEL 
has estimated the demand at 67,000 tonnes. One can therefore take it that the demand from the mining 
sector by 1978-79 is not likely to exceed 65,000 tonnes per annum. Taking into account the fact that 
due to accumulation of coal stocks the mines are facing difficulties, it is not unlikely that the target 
of 140 million tonnes of coal for 1978-79 may have to be revised downwards.* That of course would 
depend to some extent on the general tempo of economic and industrial growth. In any case, it does’ 
not appear that the demand for explosives from the mining sector will exceed 65,000 tonnes by 1978-79. 


4:07 As regards the non-mining sector, the basis for the estimate appears to be much less 
firm than that for the mining sector. In a number of estimates, a figure of 20,000 tonnes per annum 
has been assumed for the non-mining sector without any detailed breakup. IEL has given a detailed 
breakup. In their estimate, the requirement of the Directorate General of Border Roads by 1978-79 
is put at 2,000 tonnes; while according to the DGBR itself, the requirement of explosives would be 
as follows :— 








TABLE}37 
Planned requirements of Explosives by DGBR 

Tonnes 
1975-76 - 1550 
1976-77 - 1650 
1977-78 - 1550 
1978-79 1050 
1979-80 950 


Source:- DGBR 


a a ee a a ee et 

*It is now understood that the coal target has beer reduced to 125 million tonnes.The representative of the Plan- 
ning Commission said at the Commission’s Public Hearing on the Maharaja Shree Umaid Mills’ case that the explo- 
sives demand by 1978-79 may not exceed 75,000 tonnes as per present estimates. ; 


497 


Thus the requirement in 1978-79 is shown only as 1050 tonnes as against 2,000 tonnes estimated 
by IEL. We do not have details of how the demand for the other non-mining sectors has been calcula- 
ted by sources other than IEL (for details about TEL estimates see Appendix X). Taking into account 
_ the fact that other estimates are placed | at about 20,000 tonnes and 1EL’s estimate is about 19,000 tonnes, 

and also the fact that for the DGBR, IEL’s estimate is larger by about 1,000 tonnes, it may not be 
inappropriate to conclude that the demand from the non-mining sector by 1978-79 is not likely to 
exceed 15,000 tonnes. Therefore the total demand by 1978-79 is likely to be less than 80,000 tonnes. 
Assuming 80% utilisation of capacity as against 85% estimated by the DGTD, it may be safe to say 
that a licensed and installed capacity of 100,000 tonnes would be necessary in 1978-79 in order to satisfy 
the maximum expected demand by that year. 


4:08 As this enquiry is being held in 1976 and the Government decisions on a number of appli- 
cations are likely to be made only by about October, 1976, the expected demand for the years following 
1978-79 is also of much importance in this connestion. IEL has estimated the dewand for explosives 
in 1983-84 as follaws :— 


Mining 109,000 tonnes 
Non-mining 31,000 tonnes 
Total 140,000 tonnes 


In arriving at this estimate, IEL have stated that they have taken into account production targets 
for various minerals set by various Government._agencies and they have made certain assumptions 
about the blasting ratios. The estimate for non-mining sector is based on projections of past trends, 
plans given in various documents for Government projects. and discussions with various authorities. 
(See Table 36 and Appendix IX). According to the Department of Coal, tentative estimates for 1983-84 
prepared by different agencies are as follows (see Table 38). 


Planning Commission 128,921 tonnes 
IBP 138,625 tonnes 
Department of Coal 147,865 tonnes 


The details about how these projections have been worked out are not available. It may 
however be assumed that the demand in 1983-84 is not likely to exceed 140,000 tonnes per year of blast- 
ing explosives.* On the basis of 80% utilisation of capacity, the licensed and installed capacity by 
1983-84 would therefore have to be 1,75,000 tonnes per annum of blasting explosives. The ‘Guidelines 
for Industries, 1976-77’ issued by the Department of Industrial Development however state that it 
would be “‘desirable to aim for an installed capacity of 200,000 tonnes by 1985”. It was explained 
by a representative of Government at the public hearing that certain assumptions are made regarding 
the percentage of licences that do not fructify. But it appears to us that an installed capacity of 200,000 
tonnes would be excessive for 1983-84. | What would be desirable is a licensed capacity of 175,000 
tonnes which can be reasonably expected to be installed and operated by that year. 


TABLE 38 
Estimates of Demand for explosives 1978-79 to 1983-84 
(Tonnes) 

Organisation 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 
Se hs 
1. Planning Commission * 78,000 84,043 96,563 1,06,662 1,17,414 128,921 
2. IBP . : : : 84,700 94,330 104,460 1,15,162 1,26,518 138,625 
3. Department of Coal : 91,000 - 101,200 111,923 1,23,217 1,35,164 147,865 
a ne re nn NOREEN SESS NO Tee era En en 


Note — 1. Planning Commission and Department of Coal have forecast the demand for explosives for the year 
1978-79 only. 
2. The future projections have been made on the basis of 
(a) Consumption norm of explosives implicit in each estimates. 
(b) Tentative for the year 1983-84. 


Source:- Department of Coal, Ministry of Energy. 


*In this connection, it may be noted that accumulation of large stocks at Pitheads is reported to have led to 
some rethinking about the coal mining development projects. Some of these may be taken up later than earlier pro- 
seriee ton we ‘on to a postponement of the demand for explosives toa later date (See Financial Express, 
June 11, » P. 1) 
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4-09 As regards the total requirements of explosives for the mining sector, a part of it is 
‘required for use in underground gassy mines. ‘The explosives required for use in such mines have to be 
of special quality, the quality etc. being subject to sepecial testing by the Directorate General of Mines 
Safety. These are called ‘permitted’ explosives. There are three categories in permitted explosives, 
P1, P3 and P5 depending upon the explosives suitable for different types of mines. As NG explosives 
have been n use for many decades, the standards required in their case for permitted explosives have 
become traditional. In the case of slurry explosives, these being new, special tests 
etc. have to be carried out. Their introduction therefore takes time. In the case of IDL 
Chemicals Ltd., while they have been in production from 1970, their products have as yct been 
approved only in a limited manner as permitted explosives. Thus IDL’s Pl explosives were initially 
approved for a few mines in 1970; they were approved for other mines over a period of time until, in 
1973, they were approved for most mines. Their production of P3 explosives was similarly approved 
for a few mines in 1971, for all D2 mines by 1974, while the approval for D3 mines was given only 
in March, 1976, and that too . provisionally for one year. As regrards P5 type of explosives, these 
were approved for a few mines in 1972, for a few more mines in 1975 and for some other mines only 
conditionally in April, 1976. The approval for some other types of mines is still under examination. 


4.10 As the supply of permitted explosives is of great importance in ensuring the production 
of minerals, and specially coal, special attention needs to be given to the requirement of permitted 
explosives. The data made available to the Commission by the Department of Coal regarding the 
estimated requirments of permitted explosives will be found in Table 39. This will show that, out of 
the total demand estimated by the Department of Coal at 46,600 tonnes of explosives by 1978-79, 
as much as 25,650 tonnes would be that for permitted explosives. It will be important to keep this 
aspect in view when examining the present proposal,, It may also be mentioned that, as against this 
estimate of 25,650 tc nnes, the estimated demand for permitted explosives by 1978-79 is said to be 32,500 
tonnes and 24,142 tonnes by IEL and IBP respectively (see Tables 40,s 41). As the Department of 
Coal is more likely to have reliable data about the manner in which coal mining will develop in the next 
few years, and their estimate is based on the known requirements of important mineral producers, 
we may place more reliance on their estimate of demand for permitted explosives. 


499 


ae ‘JOD JO yWounjredaqy oY]; aaunog 











0099 0607 : os9sc Te30L 
oOorT OOTT VN VN VN VN VN VN - es a . : WorjeLOdI0Z ayTUsry WaAsoN, 
osp os VN VN VN VN VN VN 00s VN VN VN . : z : 3 : OOSII 
Oolt ie wy ie a a . a oorlt VN YN VN . ‘ . : . : OOSIL 
oose oe Me a _ ad a a oose os 0S87 009 . . "PHT OD salieryoD juoresuig 
Oolr 006 VN VN VN VN VN VN 00zE 006 OOrT 006 . ‘ + “PIT [k0D BaryoD yeryqg 
(190 Surpnjoxs) 
OS79E 0068T oore 00cz 000r 0009 O0Ez O00! OSELt ossor OOEE OOSE . . . - “PYT BIpuy [eoH 
f0oL ON XxO1 OANY unis ON ALmig 
IOL iq dre] Iq jews [210L $d €d Id 
pry —_—_—_—_— ____-__ NY ae Soe 
pov TuLIag-uoNy po} wisg WOHesIURsIO 





*joog fo juauyjsodaq yt <q posndasd SD 6L-BL6| ul Saaisojdxy fo sadd} juasaffip sof pumuap fo sajounys7 


6€ WIAVL 


500 
The Prospects for Supply—Present Producers 


4-11 As already indicated earlier, the present production of explosives is controlled by two 
manufacturers, namely, IEL, the applicant Company, and IDL Chemicals. The licensed and installed 
capacity of these two has already been indicated earlier, but it is repeated below for ready reference -— ¢ 











Taste 42 
Existing Licensed and Installed Capacity for the manufacture of Industrial Explosives 
(In tonnes) 
Name Licensed Capacity Installed capacity 
1, M/s. Indian Explosives Ltd. 36,000 36,000 
2. M/s. IDL Chemicals - . . 22,500 15,000* 
Source:—DGTD. 


; crue epcude? the capacity of the Hyderabad Unit 7,500 tonnes—which is said to have commenced trial produc- 
jon recently. : 














Taste 40 
Estimates of demand for different types of Explosives by 1978-79 prepared by TEL 
(Tonnes) 
Permitted Non-Permitted Total 

Small Large 

Diameter Diameter 
Coal/Lignite : . . . 32,500 2,000 11,700 46,200 
Iron Ore: . . . : : . ; 2,200 6,100 8,300 
Copper - + + [LG i 4,000 re 4,000 
Others . : . ' ‘ es 4,750 3,750 8,500 
Total Mining . . : ‘ 32,500 12,950 21,550 67,000 
Non-Mining . ‘ i 19,100 : 19,100 
Grand Total , 32,500 [32,050 21,550 86,100 
Source: TEL 

TABLE 41 
Estimates of demand for different types of explosives by 1978-79 prepared by IBP 
(Tonnes) 
Permitted Non-Permitted Total 
Small Large 

Diameter Diameter 
Mining: 
Coal & Lignite 24,142 3,071 15,900 43,113 
Iron Ore & Manganese . 1,490 5,960 7,450 
Limestone/Dolomite 2,440 3,660 6,100 
Copper 3,660 400 4,060 
Lead & Zinc . . . . . . “sy 1,700 re 1,700 
Bauxite : : . . : . : . ie 60 210 270 
Other Minerals . ‘ . . is 2,000 a 2,000 
Total Mining 24,142 14,421 26,130 64,693 

Non-Mining 20,000 20,000 

Grand Total 26,130 84,693 


24,142 34,421 





Source: Department of Coal, Ministry of Energy. 
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4:12 Our analysis about the actual potentialities of the existing plant of IEL suggests that 
they have basically a capacity to produce 42/43,000 tonnes per annum of explosives without any 
significant addition to plant or machinery. It has already been noted that IEL is already producin; 
explosives of the order of about 35,000 tonnes per annum, while IDL attained a production level 6 
9741 tonnes in 1975. IDL Chemicals have stated that they could have produced more if there was 
demand; but with inadequate demand and the increasing output of the already well established pro- 
ducer, viz., IEL, they have not been able to utilise their installed capacity fully. 


4-13 In addition to these two established producers of commercial blasting explosives, there 
are two other sources of materials which satisfy the requirements of explosives. 


These are : 
(1) Indian Oxygen Ltd. and 
(2) Fertiliser Corporation of India Ltd. 


_Indian Oxygen Ltd. supplies liquid oxygen explosives (LOX). The cartridge for it is manufac- 
tured in IOL’s factory at Ranchi, while liquid oxygen is obtained from the various air separation plants 
hear mining areas. No industrial licence has been obtained for the manufacture of cartridges as, 
because of the small employment in the factory, the unit is exempt under the (I&R) Act. IOL have 
stated that their current cartridge manufacturing capcity is equivalent to 3,000 tonnes of explosives 
per annum. Their actual outputin terms of tonnes of explosives has been as given below :— 


TABLE 43 
Production of Liquid Oxygen Gas used as an Explosive 








Year ended Quantity of LOX 
(tonnes of explosives) 
31-3-1972 : , ‘ ‘ . ‘ ‘ 1,821 
31-39-1973 = ew Ahern 1,556 
31-3-1974 . . ; : 2 ° 1,401 
31-3-1975 : . ’ ‘ . . . : 1,455 
31-3-1976 . fa SN us . ote « 1,558 





Source:—-Indian Oxygen Ltd. 


IOL have stated that a number of mining ey ete ary are using LOX for open cast mines. 
These include Central Coal Fields, a subsidiary of Coat India, National Mineral Development Cor- 
poration, Tata Iron and Steel, Indian iron and Steel, Hindustan Steel, Neyveli Lignite and Orissa 
Mining Corporation. It has been explained that there is currently some shortage of liquid oxygen in 
the mining area which has prevented further use of LOX as explosives. ‘ 


4-14 It has been mentioned earlier that one of the developments in the period after the Se- 
cond World War in the field of explosives was the use of ammonium nitrate fuel oil (ANFO). This is 
a comparatively simple and cheap explosive, but it has certain limitations on its use. The 
Fertiliser Corporation of India, which produces ammonium nitrate of the explosives. grade, 
have been marketing it for use as explosives in cumbination with fuel oil. The 
capacity for the production of ammonium nitrate is 9,000 tonnes and FCI has stated that it is 
already marketing this product to the extent of 6,000 tonnes. They are expecting that demand for 
the entire quantity of 9,000 tonnes will develop in the near future. The representatives of FCI have 
further explained that ANFO being a cheap substitute for traditional explosives—its cost is about 60% 
that of traditional explosives—its use needs to be popularised. In the USA, according to them, 
quite a substantial proportion of explosives requirements are met by the use of ANFO. Efforts are 
going on all over thc world to streamline the use of ANFO so as to reduce the limitations on its use. 
The FCI intends to undertake further efforts to popularise the use of ANFO as this will save national 
resources with the substitution of a costlier by a cheaper material... It is expected that the use of ANFO 


will insrcase to about 15/17,000 tonnes by 1978-79. 
65—10 M of LJ & CA/ND/79 
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New Producers 


4-15 . The status of the schemes which have ‘already ‘been approved by the Government for 
the production of industrial explosives (as indicated by the DGTD) this given below : 


TABLE 44 
Details relating to the approved capacity for the manufacture of Explosives 











Name Location Approved Status of Implementation 
capacity 
1 2 3 4 
1, M/s. IDL Chemicals, Hyderabad. “Hyderabad, 7,500 tonnes Slurry Explosives. Land acquired, 
Andhra building constructed. Order for capital 
Pradesh goods placed. As no imported capital 


goods are required and _ technology 
is available with the applicant production 
~~ is expected by April, 1976. 


2. M/s. IDL Chemicals, Rourkela. Rourkela 7500 Slurry Explosives. Project is to be imple- 
Orissa mented after the Hyderabad scheme. Pro- 

duction expected during early 1978. 
3. M/s. Narendra. Lalitpur, 10,000 Conventional Nitro Glycerine based ex- 
: UP. tonnes plosives. CG cleared, foreign collabora- 
tion cleared. The project however is not 
making satisfactory progress and is not ex- 

pected to materialise before 1978. 

4. Coal Mining Authority/Dir. Gen. Bhandara, 5,000 Conventional Nitro Glycerine based explo- 
of Ordnance Factories, Public M.P. tonnes sives. The public investment board has 
Sector cleared this project in July, 1975, for an 

investment of Rs. 6.5 crores. The project 
is planned to be completed in 36 months, 
It is therefore likely to go into production 
in middle of 1978. 

5. Madhya Pradesh Audyogik Vikas Korba, 18,000 Slurry Explosives. The applicant has 
Nigam, Bhopal. _ MOP. tonnes written to the Ministry that they are going 

to surrender the letter of intent. 

6. Indian Explosives, Ltd., Gomia Gomia, 7,000 Conventional NG based explosives. The 

(S.E.) Bihar. tonnes applicant is currently producing about 34,000 
tonnes of explosives against their licensed 
capacity of 28,000 tonnes. Their proposal 
for regularisation of additional production 
has been recommended by DGTD to the 
Licensing Committee. Decision is awaited. 

7. Indian Explosives Ltd.,+ Somewhere 15,000 Type of explosives not yet decided. The 
Gomia (New Unit). in Western tonnes case processed and recommended to L.C./ 

India or MRTP. Final decision awaited. 
Central India. 





*This is already indicated in the licensed capacity given at the beginning of this section. 
$This is now transferred to Indo-Burma Petroleum Company Ltd. 
tAlready—approved now. 

Source—DGTD. 


IDL Chemicals 


4:16 Before going on to new proposals, we may briefly review the prospects of these proposals 
(other than those of JEL) materialising. As regards the two schemes of IDL Chemicals, it appears 
that they will not present much of a problem. It is understood that the explosives plant at Hyderabad 
is already erected and will be inaugurated shortly and some production may be established during 
the current year itself. It may not therefore be inappropriate to assume that the plant will be capable 
of coming into full production by 1977-78. As regards their proposal to add a capacity cf 7,500 tonnes 
to their present explosives plant at Rourkela, they have indicated that they are now finalising con- 
tinuous process of operation in that plant. The development is in advanced stage and it is expected by 
them that production could be stepped up within a short time. In any case therefore it appears likely 
that this scheme would also materialise by 1978 so that additional capacities to the extent of 15,000 
tonnes per annum will be coming into operation by 1978. 


CIL—DGOF 


417 A plant for the production of NG based explosives at Bhandara is being set up jointly 
by the Coal India Ltd. and the Directorate General of Ordnance factories (OGOF). The Commis- 
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sion has been assured that the project is steadily progressing. It is likely to go into production by 
mid-1978. It has been further pointed out that, while the stable capacity of the plant would be 5,000 
tonnes per annum, the plant would be capable of producing 7,500 tonnes though from the point of 
view of ensuring standby capacity, the concerned authorities would rather avoid doing so. Such addi- 
tional production can be established by 1980-81. A further point made by the DGOF is that addi- 
tional capacity fur nitroglycerine was being created and such surplus would be available by 1981-82 
in quantities adequate for the production of 6,000 tonnes of explosives per annum. From the existing 
facilities with the DGOF, it is also possible to make available nitroglycerine for the production of 6,000 
tonnes of explosives per annum. At the moment, with transport difficulties, no oxisting plant can use 
this material. The question about how these en te of nitroglycerine can be used for additional 
production of explosives has not yet been decided by the Government. There would be adequate raw 
materials available for the production of about 12,000 tonnes per annum to explosives based on nitro- . 
glycerine. 


Narendra Explosives 


4-18 As regards Narendra Explosives, it may be mentioned that they were granted a letter of 
intent in May, 1972. However, the Government informed them in June, 1972, that they should not 
take any further action on the letter of intent as the Government was reconsidering the whole position 
with a view to confining the future development of explosives to the public sector. It was only in June, 
1973, that they were again informed that they could proceed with their project. Industrial licence was 
granted to them in February, 1975. Narendra Explosives have informed the Commission that they 
have already been given land measuring 1,000 acres forthe project by the State Government 
in the industrially backward area of Lalitpur district in Uttar Pradesh. In order to meet the immediate 
requirements of the country as well as to gain experience, they have started a pilot project at Dehradun 
and this has been approved by the Government. _ Orders have becn placed for this pilot plant and this 
is expected to go into production in 1976, In the meanwhile, some manufacture of cap insensitive 
explosives has been taken up and samples of these have been got approved from the Directorate of 
Explosives. As regards the main project, they have stated that they have secured foreign collaboration 
with a reputed European producer of explosives (J. Meissner) and the terms of collaboration have 
already been approved by the Government. The Government has also already approved the capital 
goods import for the proposed plant. The only aspect that appears to be still under examination 
18 regarding the financial support to be extended by public financial institutions. Narendra Explosives 
expected that this aspect would be cleared. shortly. Their expectation is that once finance becomes 
available from the financial institutions, with all the ether steps already taken, it may not 
take more than 14 months for,them to complete the project and commence operation. Though 
this is a medium—almost small—unit, the entreprencurs have experience of this activity. 
Narendra and Company, an associate unit, is already manufacturing gun powlst and safety 
fuse since 1964. Dooa Udyog Ltd., another associate unit, has been a distributor of explosives 
and has storage magazine arrangements in Himachal Pradesh, Uttar Pradesh and Rajasthan. 
The management appears confident that, if insuperable difficulties and hurdles do not come in 
their way, they will be able to establish the project in ashort time. It appearto us that 
most of the formalities regarding the development of the project having been completed and 
necessary Government approvals obtained, the project has a good prospect of materialising. We 
do however appreciate that it may take some time before the financial institutions take a decision 
on providing financial support and therefore the proposal may not fully materialise befere 1978. 


IBP 


4.19 Regarding the letter of intent given to Madhya Pradesh Audyogik Vikas Nigam, this 
has now been taken up by Indo-Burma Petroleum Company Ltd. (IBP), a public sector undertaking. 
A letter of intent for an aggregate capacity of 20,000 tonnes of explosives per year has been issued by the 
Government of India to IBP in November, 1975. The proposal is to have four plants, all located — 
in Madhya Pradesh—two at Korba, one at Katni and one at Itarsi. Sites at all the three locations 
have been surveyed and identified and clearance obtained for land acquisition. The Government of 
India has already approved the investment proposal in respect of two of the four plants, while the 
investment for the remaining two plants has been approved in principle. A foreign collaboration 
agreement with a reputed American Company—IRECO—has been concluded and this also has been 
approved by the Government. On the basis of this collaboration, it is expected that slurry explosives, 
both of permitted and non-permitted varieties, would be produced in a composition as required by 
the market. IBP’s expectation is to put up one plant a year and thus, with the first plant being initiated 
in 1976, all the four plants will be completed by 1980. Their expectation is that commercial production 
will commence within one year from the start of work on a plant and full capacity will be reached within 
a few months thereafter. On this basis, IBP expects to be able to install a capacity of 5,000 tonnes 
per annum by the end of 1977 and add an equal capacity every year till the total capacity of 20,000 
tonnes is reached. In support of this schedule, IBP has pointed out that their collaborators have put 
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up a plant in Japan which started full production within one year from the time collaboration arrange- 
ments were concluded. 1BP’s claim is that full production can be established in a few month: after 
initiating commercial production. 


Fertiliser Corporation 


4-20 It appears that following a decision taken by Government that further capacity for the 
production of explosives should be created in the, public sector to the cxtent possible, FCI was asked 
ta explore the possibility of setting up such capacity. As a result of these explorations, FCI has pre- 

eda. proposal for sctting up an effective production capacity of 15,000. tonnes of lurry explosives 
d on ammonium nitrate, and @ capacity of 20,000 tonnes is proposed to be installed to attain 
this production. A special point ia favour of FCI’s proposal is that they have considerable surplus. 
capacity for the production of ammonium nitrate, a basic material for the production of Shurry ex- 
plosives and that, as a result of new developments in the fertiliser industry, this capacity will become 
surplus in the near fiture. Thus, setting up the production of lurry explosives capacity so ar to use 
this surplus ammonium nitrate would help ensure the economical use of a plant which would otherwise 
be redundant. FCI, with its loag background in the production of heavy chemicals, has claimed that 
it has got the necessary technical capability to take up this task and complete it within a short time. 
It is the claim of FCI that, once all the Government’s clearances are available, it will take them two. 
years to set up a plant and bring it into operation. 


4-21 One difficulty in the way of FCI appears to. be the failure to reach agreement with a suit- 
table foreign collaborator. Earlier, the idea appears to have been that IRECO would provide tech- 
nical collaboration both to IBP and FCI if the latter wanted it. But FCI was attempting to secure 
technical collaboration with Du Pont. This proposal did not materialise apparently because of 
differences regarding the terms on which other intending explosive producers —espocially in the pri- 
vate sector could obtain the technological information given by Du Pont to FCI. The result is that 
Du Pont has decided to collaborate with a private sector unit—Chowgule’s—if the latter obtain 
permission to set up an explosives manufucturing unit. FCI is left without a technical collaboration: 
satisfactory to them. Their project appears to have therefore received a certain setback. Their 
representative informed the Commission that for the time being FCI would concentrate on developing. 
the market for ANFO as an explosive. 


Balance of Demand and Supply 


4-22 Thus, the existing licensed and installed capacity is 69,500 tonnes per annum (36,000 IEL, 
22,500 EDL, 9,000 FCI and 2,000 LOL). This leaves a gap of about 30,500 tonnes per annum for addi- 
tional capacity to be licensed and brought into existence thus creating a capacity of 100,000 tonnes so 
as to satisfy the expected demand of not more than 80,000-tonnes by 1978-99 on the basis of 80% uti- 
lisation of capacity. We have already seen that the capacity already approved by Government, the 
A regarding which have made significant headway, amounts to 45,500 tonnes per annum. 
This inctudes— 


IDL 7,500: tonnes 
IBP {8,000 tonnes. 
CIL/DGOF 5,000 tonnes 
Narendra 10,000 tonnes 

40,500 tonnes 


From the information given above, it would not be wrong to coaclude that the capacity proe 
posed to be instalted by IDL Chemicals and DGOF/CIL will fully come into existence by 1978-79. 
It would also be correct to assume that IBP would, be able to put up a capacity of atleast 10,000 tonnes 
if not of 15/18,000 tonnes by 1978-79. Regarding the proposal of Narendra Explosives, while it has 
made considerable headway, its progress depends upon finance. being made available by public finan- 
cialinstitutions. It appears to us that one aspect that the institutions may well look at critically would 
be whether there would be adequate demand for the proposal to be financially. viable. It will have 
therefore to be assumed that the approval by financial institutions of the. proposal. of Narendra Ex- 
plosives would to some extent depend upon whether many otber proposals, and specially the pro- 
posal by IEL which is presently dominant.in the industry, is. approved: or not. We shalt revert to this 
aspect later. In any case, therefore, a capacity of at least 22,500 is most likely to be braught into exis- 
tence by 1978-79 on the basis of the proposals already approved. If the market prospects for the pro- 
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posal of Narendra Explosives remain good, a further 10,000 tonnes city will be brought into exis- 
tence. In addition to this, the FCI expects to market an additional 10,000 tonnes of Ammonium 
Nitrate for use in the form of ANFO. This analysis suggests that there is not much necessity to bring 
about ay major addition to licensed capacity for the purpose of satisfying the expected demand by 
1978-79. 


_ 4:23 It could , however, be said that 1978-79 is not far away and, with the importance that 
coal is being given in the future devclopment of the country and therefore the importance of the pro- 
duction of explosives, it is necessary that steps should be taken from now for mecting the demand ex- 
pected to arise in the Sixth Five Ycar Plan peried. We have already scen that the demand expected 
by the end of the Sixth Five Year Phan would amount to 140,000.tonnes per annum and therefore.a 
capacity for 175,000 tones per anaym wilt have to be created by that time. When we consider the 
Sixth Five Yoar Plan period, we may assume that all the capacity approved upto now except perhaps 
that of Narendra Explosives would definitely come into operation. Narendra Explosives may elso 
come into operation if there is an adequate market for exploisves. Thus a total capacity of 110,000 
tonnes per annum (plus perhaps 10,000 tonnes of ANFO) would be in existence in the early part of the 
Sixth Plan Period. There would thus be scope in the latter half of that period for an additional capa- 
city of abcut 55/65,000 tonnes per annum. 


4°24 Tho question for consideration is: Is it necessary to approve capcity in 1976 for the 
purpose of meeting the requirements of capcity creation in the latter half of the Sixth Plan period. i.e., 
in the period betwen 1981 and 1984? Is the gestation period between the grant of licence or MRTP 
approval and the coming into existence of capacity as long as four or five years? 


4.25 In addicion to TEL, there are three ether proposals for the manufacture of explosives as 
indicated below which are under are under consideration. We have to take all these into account 
when considering the proposat of IEL. 








TABLE 45. 
New Proposals for the manufacture of Explosives 
Name Capacity applied for Period of completion 

{i} Chowgule and Company Pvt. Slurry 20,000 tpa 18 months from receiving all permissions 

Ltd. : Full capacity to be reached by Sth year. 
(ii) WIMCO Ltd. + . + Slurry 24,000 tpa 24th months from receiving all permissions. 

Full capacity to. be reached by 6th year. 
(iii) Maharaja Shri Umaid Mills Slurry 24,606 tpa 24— 30 months from receiving permissions. 

Lta. 


Full capacity to be reached by 6th year. 


Seurce:— DGTD. 


When considering alt these proposals, we have to see, firstly, what impact the approval of any 
one or more of these proposals is likely to have on the successful implementation of the others that are 
already approved or that are under consideration; and secondly, whether the approval of any one or 
more of these proposals. is necessary for the purpose of meeting the estimated capacity requirements 
im the blasting explosives industry by [978-79 or by 1983-84. We have. also to examine the question, 
as mentioncd. above, of the time when approvats/licences need to be given to meet the requirement of 
creating capacity in the latter half of the 6th Five Year Plan. 


Possible Advantages from Accepting the Proposal 
TEL’s Efficiency 


4-26 From the data that the applicant company has submitted as well as our analysis of the 
working of the industry and the applicant company, no doubt remains that, in case the proposal is 
approved, it will be implemented with speed and efficiency. It has already been stated that the appli- 
cant company proposes.to divide the additional capacity of 15,000 tonnes per annum into 5,000 tonnes 
of NG. explosives and 10,000 tonnes of Slurry explosives. Their intention is to produce NG explosives, 
imtheir present factory at Gomia.and they claim that they would be able to-do this within a short. time 
not exeeeding 18 months from the time of approval. We have already seen that they have plant 
and machinery which has a basie capability of producing. an output of around 43,000 tonnes per 
annum. There is therefore ne reason to dispute the statement. that they will! be able to add! to their 
output of NG explosives an addition of 5,000 tonnes within the short period of 18 months or two yeas, 
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4.27 As regards Slurry explosives, their present production of 1,500 tonnes or so per year is 
being produced in a pilot plant at Gomia. at is now being proposed is that a new plant for 
Slurry explosives will be set up in backward district of Madhya Pradesh. 


4.28 JEL have claimed that regarding the proposed capacity of 10,000 tonnes for Slurry 
explosives, 75°% would be operational within 24 to 30 months from the time approvals are obtained 
while the remaining will be achieved gradually thereafter. It appears that IEL will have little difficulty 
in adhering to this time schedule. The financial requirments are not difficult for them to meet. The 
foreign collaboration proposal has been already approved by the Government. The additional supply 
of raw materials like ammonia can be easily managed either from the present source, viz., the Sindri 
Fertilizer unit of FCI or, if that is not possible, from IEL’s own fertiliser unit at Kanpur. The appli- 
cants have had long expereince in designing, setting up and operating explosives plants and it should 
not be difficult for them to organise the new project even at a greenfield site and to carry it out with speed 
so as to keep to the time schedule. With the long experience in handling explosives that their per- 
sonnel have had, it should be quite possible for IEL to set up an appropriate team which would take 
charge of the new project, construct it and bring it into full operation within the time schedule. This 
would be done by IEL with great confidence because not only do they already have an established mar- 
ket but, with their reputation and hold in the market, marketing even of their new products would 
be easier for them than for new entrants to the industry. The fact that there would be less uncer- 
tainty about the sale of the proposed output is bound to facilitate the speedy construction and cperation 
of the project. It may therefore be assumed that the applicant company will be in a position to keep 
to the time schedule indicated by them provided the future market conditions justify the schedule as 
they have indicated now. 


4-29 This definite possiblity of the project being completed in time and additional output be- 
coming available is a strong pcint in favour of the applicants’ proposal. Their representatives claimed 
at the Public hearing that this is an industry which has a long learning curve. They pointed out 
that IDL took quite some time to enter production and that even then they are not being able to uti- 
lise their capacity fully, while IDL alleged that this was due to the market dominance of IEL, their 
unfair market practices and the unauthorised increase in their output. The claim cf IEL is that IDL, 
like any other new entrant to this complex field, has to go slow in the production of explosives be- 
. cause the technology is one and production can develop only with experience. It is not everyone 

who can make explosives. IEL therefore pointed out that various other parties whose proposals have 
been gaa will take much longer than they are expecting to set up their plants and bring them 
into full operation. They have also pointed out that permitted explosives, especially the P-5 types, 
have not been very much developed from Slurries anywhere in the world and therefore development 
of such explosives is bound to take time. The experience of IDL regarding permitted explosives was 
cited in this connection. Rigid tests have to be fulfilled and field tests follow. All this takes time. 
Similarly, in small diameter explosives, a 1” diameter product has not yet been produced, which is 
fully satisfactory—and this is the most preferred type in India. All these problems will no doubt be 
solved; but it will take time. Moreover, the consumer of this product is careful and does not easily 
take to untired and unfamiliar products. In this background, IEL claim, the country might face a 
serious situation of shortage of blasting explosives, if reliance is largely placed on new entrants to the 
line. They expected that the CIL/DGOF would be able to enter production by 1978-79 and that some 
addition to IDL’s output could be confidently expected. It would-be hazardous to rely on any of the 
others being able to make headway in a short time. The country requires explosives specially in 
view of the importance of increased coal output due to the energy crisis. The Department of Coal 
would prefer and rightly that there should be slightly excess capacity rather than less, as shortage 
of explosives can cripple plans for additional coal production, and arranging imports at short notice 
is difficult as well as costly in terms of foreign exchange. IEL’s claim therefore is that in view of 
their being experienced and efficient producers of explosives, permission to them to go ahead would 
guarantee the supply cf explosives especially in the near future, so that no economic hardships are 
experienced as a result of shortages. We have already mentioned earlier that we have little reason to 
doubt that IEL will be in a position to deliver the goods as indicated by them. 


Entry iuto Slurries—New Type of Explosives 


4-30 Another important point in this connection is that Slurry explosives are coming to be 
looked upon as the explosives of the future. IEL have pointed out the limitations of Slurry explosives 
as they have been developed up to now specially in the field of small diameter and permitted explosives. 
But they admit that these difficulties are being overcome and it is not unlikely that the future expansion 
may be more in Slurry explosives, NG explosives being confined to particular uses. IEL expects that, 
as a pioneer in the field of explosives in India and with a proven capability of producing products of 
high quality, they should not be left out of this new development. As a matter of fact, their claim is - 
that they pioneered even the production and marketing of slurry explosives in India. With the ex- 


507 


perience that they have already attained in that line and with the R & D work that they claim tc have 
: done, they want the facility to set up a new plant for the production of Slurry explosives so that they 
‘will not be left behind in this development that is taking placé all over the world. 


Collaboration with CIL 


: 4-31 A further advantage claimed by IEL in favour of its proposal is that, for making an entry 
into Slurry explosives, the collaboration that they have obtained is with one of the most experienced 
and most advanced explosives manufacturers in the woild. The Canadian Industries Ltd. (CIL), it 
has been pointed out, operates. six major explosives manufacturing plants in Canada, producing more 
than 180,000 tonnes of explosives in 1975 of which 65,000 tonnes were slurries. Moreover, CIL has 
a very active R &D Wing and.among the many firsts that CIL has to its credit in explosives technology 
are certain special contributions to Slurry explosives... This claim has been questioned by others and 
it has been pointed out that CIL itself has had to supplement its technology by acquiring a licenc. 
from Ireco Chemicals, It was also pointed out that CHL has had to face many difficulties, including 
a major accide.t in the Slurry explosives plant based on the use of Ethylene—Glycol—Moni—Nitrate 
(EGMN). This is the type of explosives for which IEL have emered into a collaboration with CIL. 
It appeals that with this kind of difficulties, problems relating to this type of explosives are still 
being sorted out. It has even been alleged that no further plants with the use of EGMN are being 
construcied for the time being. Itis not possible for the Commission to go into the details of this tech- 
nological problem. It has to be noted that the teconology of Slurry explosives is still under 
development and even the best and most leading of world producers may still be learning from the 
experience actually obtained. All that can be stated is that. the explosion that occurred being 
a fact of recent history (October, 1975), there must be many problems about the technology that 
have still to be sorted out and the claim that IBL is obtaining the best and well proved technology 
may not be fully sustained. ' 


Location in M.P. 


4-32 IEL has further claimed that many other advantages would follow from their proposal. 
The location of the unit will be in one of the backward districts of Madhya Pradesh, which itself is 
acknowledged to be one of the les: advanced States in the country in terms of industrial development. 
A further advantage claimed from this location is that it will reduce unnecessary transport of explosives. 
A number of mineral projects already exist in the areas surrounding the proposed location and more 
such projects are in the offing. It will therefore save lot of hazardous and costly transport if 
explosives are produced at the proposed site & made available for use in the surrounding areas. One 
argument specially advanced in this connection is that the requirements of Singrauli mines are going 
to be very heavy in terms of explosive: and that, permitting IEL to put up the proposed plant, was 
the only way the requirements of Singrauli could be properly met. This plea was specially put forward 
by the representative of the Government of Madhya Pradesh who attended the Public Hearing. He 
had put forward an estimate that the present demand of explosives in Madhya Pradesh is for about 
9,000/-10,000 tonnes per annum and that this was expected to increase to 14,000 {15,000 tonnes per 
annum by 1978-79. He also suggested that the demand from Singrauli coal field alone will rise to 
30,000/ 35,000 tonnes by 1983-84. He also suggested that various other development activities of the 
Madhya Pradesh Government such as the Chambal Ayacut development would lead to a significant 
increase in demand for explosives. He therefore suggested that, to avoid undue transport costs and to 
ensure ready availability of explosives, IEL’s proposal should be approved. He also pointed out 
that IEL’s proposal will also add to industrial eniployment in the State of Madhya Pradesh by providing 
direct employment to some 500 workers and indirect employment to some 1,000 persons. A further 
point made on behalf of Madhya Pradesh Government was that the extra capacity of 15,000 tonnes 
which JEL wanted to set up under the present proposal should be wholly set up in Madhya Pradesh 
and not partly at Gomia and party in Madhya Pradesh. The estimates given by the Madhya Pradesh 
Government’ s representative about the present consumption and further requirments -f explosives in 
the State of Madhya Pradesh were questioned by other authorities who were present at the Public 
Hearing. The representatives of Coal India Ltd. pointed out that the demand from that region 
for explosives was about 2,000 tonnes at preset; it was likely to increase to 6,000 by 1978-79 and 
15,000/18,000 tonnes by 1983-84. To the extent that the proposal put forward by IBP is for locations 
in Madhya Pradesh—as a matter of fact, IBP has taken over the licence given to a State Government 
undertaking—one cannot say that there is any sprcial advantage to be obtained by approving IEL’s 
proposal, if that is treated as an alternative to the implementation of IBP’s project. On the other hand, 
if both are implemented, the demand within Madhya Pradesh ‘s not likely to be large enough to 
utilise the output of both, at least by 1978-79 and probably even by 1983-84, and markets will have to be 
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sought outside the State... There is of course nothing wr ‘with this, but the special claim made--on 
behalf of State Government need not: be consi te te of much importance in considering 
question of approval. 


Benefit to Labour 


4-33 The applicant Company’s record in labour relations and payment of good wages is 
also cited in support of the advantages that the acceptance of the proposal would confer in terms of 
employment in a backward area. It may be noted that the additional employment that would be 
created by this project would be very small, namely, about 500. This is a capital intensive type of 
project and is not likely to have much direct impact on the economic development of the surrounding 
areas. As it is, no major development has taken place around Gomia as a result of the establishment 
of IEL, except that some special steps have been taken by [EL to develop a model village to provide - 
facilities for certain artisans, etc., but this is more a welfare activity and not the economic result of the 
location of the explosives unit. 


Possible Disadvantages from the Proposed Project 


Increase in Dominance of [EL 


4-34 The most important disadvantage which may arise from approving the project ‘s that 
the already predominant position of the applicant company in the blasting explosives industry will be 
further strengthened. 1t has been claimed on behalf of IEL that compaed to the toial licensed capa- 
city, their capacity is not more than 43%. IEL, however, admits that their shate in the market for 
comms:rcial blasting explosives is about 65/70% at present. But they further pointed out that, if 
the various proposals already under consideration are approved, IEL’s share will progressively decline 
and, by 1983-84, it will not be more than 36%. This assessment is based on a number of assump~ 
tions, one of the important ones among them being that IEL’s own expansion will not adversely 
affect the coming into existence and successful operation of the other competing proposals. 


_ 4:35 The history of IEL and the way it steadily increased its actual capacity and output, 
many times without appropriate sanction from Government though of course with the knowledge 
of at east some Government authorities specially of the Government Directors on its board, suggests 
that there is a certain pattern of behaviour which IEL has adopted from the very beginning and which 
makes it difficult for competition to arise and to make headway. Having been given the privilege of 
being the only producer of blasting explosives in the country for about ten years, IEL have maintained 
their pcsition quite firmly. The tact that [EL can offer a complete service to explosives users, inglud- 
ing the accessuries that are required, makes it quite difficult fo: others to enter the field if they have 
only explosives to offer. IDL did not have this handicap, in that they started with 
detonators, etc. and then entered the production of explosives. They have had other handicaps how- 
ever including the fact that IEL was producing a product to which all users were accustomed over a 
long period and no special problems regarding meeting safety requirements had to be faced by IEL 
while a new producer like IDL, specially with a new product like slurry explosives, had to face 
these. TEL have provided certain data to th: Commission to show that, even when 
there were shotages in the market of IEL’s products, IDL could not fill up the gap. Our 
examination of such data suggests that this happened specially in the case of permitted 
explosives and in these IDL had the problem of getting them approved for use. 
The most significant such example was in the period immediately after the explosion 
occurred in IEL’s plant «ct Gomia in 1973. While there were discussions about 
speraine up the testing and approval of certain products produced by IDL so as to make up for 
the shortage that was faced because of IEL’s temporary stoppage of production, the procedure could 
not be completed in quick time specially to enable IDL to market any large quantities. As we have | 
already seon, IEL was also able to restore its production within a short time. All past experience, 
therefore, suggests that if IEL’s capacity is not limited, new entrants to the industry are bound to 
face a very difficult situation and some of them may even be frightened off before they actually make a 
beginning. The history which we have indicated earlier of various infractuous attempts at entry will 
indicate how real this fear can be 


4:36 A further point of importance in this connection is the tendency of IRL, of which 
we have by now enough proof, to establish potential capacity much larger than formally authorised 
to them and to make use of every available loophole and opportunity to get additional capacity 
regularised. Even the fact that there are some Government Directors on the Boerd of IEL is attemp- 
ted to be made use of to further this objective. The fact that some of the critical plants at Gomia are 
already potentially capable of producing an output far larger than the output now regularised is itself 
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an indication of how difficult the situation for the competitors would be, if additional licensed capacity 
is made available to IEL. If the history of the Gomia plant is any indication, it would be the 
same story about the new unit proposed for the producion of slurry explosives. We have been 
assured by the representatives of the applicant company that the plant and machinery they are propos- 
ing for expansion would be just capable of starting the proposed expansion and no more. “The capa- 
city of the new plant and the plant at Gomia will be as licensed,” “IEL have stated, “and there will be 
no cushion in the overall capacity above that licensed. Of course it must be recognised that with 
continuous R & D work, it will be possible to achieve some productivity increases in course of time.” 
And again, “‘if all the applications are now cleared our maximum production capacity can be 50,000 
tonnes which we feel is necessary to meet the projected demand. No security standby capacity has 
been provided and total production could be adversely affected if accidents occur.” It is difficult 
to reconcile this with the whole record of the Company in the past, and our analysis which shows 
that the capacity at Gomia itself can be 43/44000 tonnes with only some balancing equipment. 


New Explosives Manafacture only in Public Sector? _ 


4:37 One of the points made by public sector agencies like IBP and FCI (Not DGOF) against 
the present proposal is that, ever since 1970, the Government has decided that further expansion in 
the field of commercial blasting explosives would be in the public sector. This followed the examina- 
tion of the whole problem by an Official Committee at a time when, due to labour trouble, there was 
some disturbance in the supply of explosives in the mining areas. In connection with a calling atten- 
tion notice in Parliament (Lok Sabha on 12th August, 1970 and Rajya Sabha on 13th August, 1970) 
the then Minister for Petroleum and Chemicals and Mines & Metals stated that it was unfortunate that 
the only factory producing explosives, an important-item for the development of the mining industry, 
was in the private sector. He therefore announved that the Government intended to established an 
explosives factory in the public sector. Toa question whether the Government would establish all 
explosives factories in the public sector, his answer was ‘“‘yes”. On this basis , it has been suggested 
that in view of this announcement of public policy in Parliament, no further expansion or setting up of 
a new unit in the private sector should be permitted. . It is uncertain whether the Minister intended 
categorically to rule out all expansions of the existing private sector units or even the setting up of a 
new private sector unit. What was definitely and categorically announced was the intention to set 
up 4 unit in the public sector. The Fertiliser Corporation of India was immediately asked to look into 
the matter. Unfortuantely, due to various difficulties, the matte: has been con:iderably delayed and 
it is only now that the IBP has come up with proposals for setting up units for the production of com- 
mercial blasting explosives. The FCI’s own proposals are still somewhat uncertain. That the Go- 
vernment did not intend to shut out private units from this industry is clear from the Guidelines to 
Industry issued from time to time. No indication is given in the latest Guidelines—those for 1976-77— 
of any such intentior ; where it has been stated that additional capacity will have to be licensed specially 
to meet the expected demand by 1985, there is no indication that this will be confined to the public 
sector. This argument cannot therefore be accepted against the proposal. 


4-38 At the same time, an argument put forward by the applicant company related to this may 
be mentioned. Regarding an objection that licensing of additional capacity to IEL would create 
difficulties for new entrants including the public sector organisations like IBP and FCI, the applicant 
company has replied that such fears need not be entertained “considering that Government buys 80% 
of the explosives produced, and considering that the Government owns IBP, FCI and DGOF the 
new public sector projects should not have any apprehensions at all because they will have 
an assured market. If anybody should be worried, it is TEL because it is a case of the Government 
customers purine up their own production facilities’. And further, “considering Goverment’s 
known preference for public sector suppliers, the public sector undertakings who are objecting to our 
proposal should have no cause for worry. Indeed, it isa measure of [EL’s conviction regarding the 
impending shortage of explosives that it is investing Rs. 13-5 crores in such circumstances where there 
are public sector manufacturers coming up in this field”. In this connection, what needs to be 
remembered is that while it is true that 80% of the explosives are taken up by various Governmental 
& public sector agencies, this does not mean that all of them have a common purchasing programme 
& policy. While certain prices may be negotiated by the DGS & D on behalf of the Central Govt. 
and these prices may be taken advantage of by other public sector organisations and state Governments, 
many agencies do their own purchasing. User organisations enjoy a degree of autonomy and it may 
not always be practicable for them to be forced to use public sector products if they strongly feel that 
the public sector products may not be good enough for meeting their requirements. Perhaps one may 
say that the market for the NG explosives factory that is being jointly put up by Coal India Ltd. and 
DGOF is assured because this is a kind of captive plant of the CIL. But this cannot be said either 
about FCI or IBP. These are commercial organisations even though they are in the public sector, 
and will have to compete. with private sector producers for the custom of various Governmental organi- 
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sations. Price and quality being the same, they may receive some preference from other public sector 
agencies; but who can be certain that price and quality will be the same? An established and do- 
minant producer, specially one whose basic plant facilities were established along back and have been 
almost fully depreciated, may be in a position to give stiff price competition to new units whose capital 
costs would be very much higher. As regards quality, as already mentioned earlier, IEL has the ad- 
vantage cf producing explosives which have become traditional and which are well known to ull the 
users of explosives. The new products of Slurry explosives, as the experience of IDL suggests, will 
have to meet resistence from persons long versed in th ;se of the traditional explosives. It would not 
therefore be co1rect to assume that the public sector producers will have an easy walkover in finding a 
market for their products. The) as well as other private sector prospective entrants to the indu.try 
are bound :> feel nervous if [EL can expand its capacity to a significant extent. The popition of new 
and prospective entrants (except Umaid Mills) will be specially difficult because of the fact that 
most of them are intending. to produce only explosives and not accessories. Therefore, in addition to 
other methods such as price cutting and manipulation of supply in areas of new entrants as well as in 
the more remunerative markets, tie up with accessories may also be a method which, in one way or the 
other, can create problems for them". 


Dangers of Overlicensing 


4-39 It has been the experience in many industries that when a large number of licences 
are issued, much larger than justified by the expected demand, implementation i.e. creation of capa- 
city—suffers; and the weaker and newer units specially find that they cannot proceed with the pro- 
jects that they had contemplated. In an industry like this where one unit has dominated the field 
for a long time, a certain degree of nervousness already exists when a new unit attempts to make an 
entry. If on top of it, such units find that-they will be facing a possible situation of excess capacity, 
in view of the competition with a well established giant, they cannot but feel nervous and begin to 
have second thoughts. The history of the industry outlined earlier suggests that excess capacity 
licensed to IEL has been one of the important factois which have kept out other intending units. Even 
well-established foreign companies have expressed hesitation in entering collaboration in such a 
situation. It is therefore necessary that, while shortages must be avoided, we should not go to the 
other extreme and licence so much additional capacity, and specially additional capacity for the 
established dominant unit, that the entry of new units in the industry is further handicapped. This 
is an important aspect from the point of view even of public sector units and much more definitely 
of prospective private sector units. 


No Dominance in future? 


4:40 As regards the future position of TEL in the industry if the proposal is approved, the 
representatives cf the applicant company have claimed that, whatever their position in the industry 
today, it is bound to become one of less dominance in future. They have based this statement on 
approved capacities and new applications for licences. What is overlooked in such a conclusion i¢ 
that the very expansion of IEL’s capacity in a substantial manner is likely to discourage some of the - 
new entrants; and therefore even approved proposals may fail to materialise, thus maintaining the 
dominant position of IEL in act. 


4:41 IEL has further claimed that its dominant has never been exploited to the disadvantage 
of the consumer. It has produced products of a high quality, maintaining an excellent safety record, 
both at its works at Gomia and through the whole distribution net work. It has maintained stable 
prices over a long period of time, prices being the same in 1974 as they were in 1958, and it has ensured 
the availability of explosives as per the requirements of the economy, showing commendable foresight 
and capability. It is therefore claimed that even if, for the sake of argument, it is assumed that JEL 
has and may continue to have a dominant or strong position in the industry, this will not affect the 
economy adversely. We have already rointed out that, while there need be no doubt about the record 
ef safety as well as quality claimed by IEL, one car-.ot so readily agree with the statement that the . 
consumer has not been exploited. True, the prices vemained largely steady between, 1958 and 1974; 
but as shown by our examination of IEL’s financial working in Chapter II above, what. was the pro- 
fitability, specially in the earlier years? Was that not so high that, after paying high dividends, IEL 
was still in a position to build up substantial reserves and also depreciate the value of original plant 
and machinery rapidly? Dees this not show that the monopoly position was exploited? Comparison 
with imported prices is of little value in this context because the imports were practically al! from the 


*In addition to these points a further point, has been made that public sector units are handicapped in that 
- they have to and do conform to strict business ethics, Competitors in the private sector may have no such com 
pale Unless there is concrete proof of such unethical practices, no importance can be attached to 
this point. 
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parent company viz., ICI (U.K.) which itself is a cartel and which had almost maintained India, 
like many other former areas in the British Empire as its exclusive market. 


JEL continuing as Foreign Subsidiary 


4.42 A further argument against approving IEL’s proposal is that IEL has been, continues 
to be and is intended in future years to remain a subsidiary of ICI (U.K.). Regarding the specific 
point about whether the equity held by ICI (U.K.) was proposed to be reduced as a part of the expan- 
sion proposal, the representatives of the applicant company pointed out that they considered this 
majority holding to be a great source of strength ‘‘since it enables us (sic) continued access to sophisti- 
cated explosives technology and technical information and support from a world leader in the 
chemical industry.” In a letter to the Commission, the Company had pointed out that, as the 
scheme of finance is such that no new share capital needs to be issued, there is no question of diluting 
ICI’s holding in relation to the present proposal. It has been stated: “Recently some negotiations 
with Government have been held as a result of which the shareholding of ICI might come down to 
50.42%. Neither are they willing nor do we wish to reduce the ICI shareholding any further. This 
is because of the change in our relationship which will take place if the shareholding went down to 
50% or below; we derive considerable strength and help from our present relationship which contri- 
butes to our achieving the high technical performance and also enables us to keep our staff abreast 
and in the forefront of technology by intermingling with the technical staff of ICI and its subsidiaries 
which is possible only at present level of the shareholding”.* Moreover, in the technical collabora- 
tion agreement between ICI and IEL regarding collaboration for the Kanpur Fertiliser project which 
continues to be effective, there is a specific provision under which ICI has the option to terminate the 
agreement if “ICI ceases to hold directly or indirectly a majority of the voting stock of IEL.” A 
similar provision, it may be recalled, cxisted in the earlier agreements between ICI and IEL which have 
now expired. IEL will therefore continue to be a foreign majority company and no change will 
come about as a result of implementing this propusal. 


4.43 A related point in this connection is that, even though IEL has been in existence now for 
about 20 years and has been in operation for over 15 pe with a confortable financial position, its 
R&D activities have not been such as to enable is to be self-sufficient in respect of further develop- 
ment even in the explosives field. As indicated earlier in this Report, when the initial I(D&R) A 
application was made in respect ot the present proposal, there was no mention of foreign coltabo- 
ration required for the production of Slurry explosives; as a matter of fact, it was then specifically 
stated that no collaboration would be required. The applicant company have explained that as they 
worked further on the proposal they discovered that it was necessary to obtain technical informa- 
tion on a particular cc-nmercial sensitiser. Though their own R&D was capable of enabling them to 
develop Slurry explosives in general, there was this particular technical aspect where they needed assis- - 
tance. It has been further pointed out that the terms of theassistance are not unreasonable compared 
with other collaboration proposals in this industry. As the Government has already approved the terms 
of the foreign collaboration proposal, we may assume that the proposal is on terms that may be con- 
sidered reasonable and within the limits considered appropriate by Government. But the point 
remains that, even at this late stage of its functioning in the explosives field, IEL cannot ao without 
collaboration from abroad. It may be said that technical developments are taking place in the world 
rapicly and that there is nothing wrong in purchasing technology. Even the largest producers in the 
world continue to buy technology from others. This is true. But the important point is that those 
who give proper attention to R&D buy as well as self technology abroad. We do not find that IEL 
has been able to sell technology developed by it anywhere else in the world. As in the case of many 
other foreign companies, it appears to have been content with depending on its parent company for 
major technological developments, confining its R&D more to adaptation for the purpose of meeting 
the rcquirements of important substitution regarding raw materials and from the point of view of 
orienting the product to the specific requirements of the Indian market. 


4.44 The effect of IEL continuing to be a subsidiary of ICI (UK) and depending on foreign 
collaboration for the new plant which it proposes to set up, would be that the flow of payments abroad 
would not only continue but increase. We have already seen ‘that, in this comparatively short period 
of 16 years of IEL’s operation, the parent company has been paid amounts much larger than the 
initial cash investment, and the value of the investment has substantially appreciated. This is in 
addition to whatever was added to the profits of ICI (India) as a result of the selling arrangements 
which TEL has had with them. The scheme of Finance for’the present proposal relies on internal 
sources so that the larger turnover and the larger profits will be relatable to the same equity base. 





“Letter from TEL Ltd. dated March 25, 1976, addressed to the MRTP Commission, New Delhi. 
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In addition to the payment for technical collaboration, dividends would also increase. There would 
thus be a continuously adverse effect in terms of the foreign exchange outgo arising from the propo- 
sal. It has been claimed by the applicant company that the value of their exports more than meets the 
foreign exchange payments involved by way of the dividends that ICI (UK) receives on that part 
of its share capital which relates to the explosives business. The details given by the company are as 
below: 





TABLE 46 
Foreign Exchange outgo on account of dividends from the Explosives Division. 
(Rs. lakhs) 
Explosives Division Share Capital (before fertiliser issue) . 480 
ICI (U.K.)’s share being 51% ‘ 245 
20% dividend thereon . 49 
Less tax @ 25% . 12 
Outflow on account of dividends to ICI (UK) for explosives . 37 





Source:—The applicant company. 


“Exports were at a level of Rs. 41 lakhs in 1974-75 and for the current year they are planned 
at around Rs. 70 lakhs. It will be clear that the inflow from Explosives exports will more than com- 
pensate the outflow on account of dividends to ICI (UK) (Rs. 37 lakhs) and in respect of the colla- 
boration with CIL (Rs. 6 to 9 lakhs), and at the level of exports of Rs. 70 lakhs proposed for the 
current year there will in fact be a substantial net inflow of foreign exchange.” 


We have already examined the record of exports earlie1, and seen that exports are effected at 
prices which are far below the cost of production, the shadow price of foreign exchange being far 
higher than the official value. We cannot therefore agree that this argument adequately meets the 
point that there would be a continuing adverse effect on the country’s orsign exchange outflow as 
a result of approving the proposal. 


4.45 One of the reasons why the continuance of foreign subsidiaries may be tolerated is that 
they are expected to be in a better position to bring in technology which is otherwise difficult to obtain, 
the technology being of special importance in the Development of the concerned industry. It does 
not appear that this is the case now in respect of the explosives industry. The technology is either 
available already or it is being obtained by undertakings which have less or nc foreign equity; and 
the technologies that they are obtaining are in no sense worse—some may consider them better— 
than what is being proposed to be obtained by the applicant Company. In this situation, obviously, 
it is better to encourage companies which are fully or largely Indian as against those which are sub- 
sidiaries of foreign companies. 


Scheme of Finance for the Proposed Expansion 


4.46 Proposed capital expenditure and phasing.—The change made by the IEL in its estimates 
of capital expenditure for the proposed project have already been outlined in Chapter III above. 
The final estimate given by them—and a detailed break-up of the expenditure—is given in Appenuix 
VII. 


One of the initial points to be examined in this connection is how far these capital expenditure 
estimates are realistic. On this, point, some of the objectors stated in the public hearing that the 
estimated expenditure is very high and that an explosives plant of 15,000 tonnes should not nor- 
mally cost more than about Rs. 5 crores. The applicant company however stated that the Explo- 
sives Plant as such would cost only Rs. 470 lakhs, and the balance of expenditure of Rs. 880 lakhs 
is for the Ammonium Nitrate and Sensitiser plants and for buildings, site development and other 
facilities proposed to be undertaken at the new site along with the expansion of the explosives plant 
at Gomia.. As compared to the estimated expenditure ofthe IEL, the IBP has estimated a total 
capital cost of about Rs. 485 lakhs for a capacity of 20,000 tonnes per annum (three plants), of which 
the cost of plant and machinery is estimated at about Rs. 266 lakhs.: ‘The other applicants, viz., 
WIMCO and Chowgule have estimated total capital costs of Rs. 344 lakhs and Rs. 240 lakhs for 
capacities of 24,000 tonnes and 20,000 tonnes respectively. If we exclude the cost of land and build- 
ing, site, etc. from all the estimates and concentrate on the cost per tonne of plant’ and machinery, 
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we find that the cost per tonne in the estimate of the IEL is very high as compared to the cost per 
tonne of the other projects (TEL Rs. 7000, IBP Rs. 1333, WIMCO Rs. 1250 and Chowgule Rs. 600). 
An important point in this connection mentioned by JEL is that they are proposing to set up plants 
for Ammonium Nitrate as well as a Sensitiser plant and this substantially adds to their capital cost. 
The point made by the other project authorities is that with the technology that they are expecting 
to use, and with the facilities that already existing the country and specially with the FCI, they do 
not need to go in for these heavy investments. In any case this would mean considerable saving in 
terms of capital costs for the same additional capacity and output, provided it is not found necessary 
to set up capacities for basic matezials like Ammonium Nitrate. A fear has also been expressed by 
some objectors that one reason for the excessive capits! outlay proposed by IEL may well be that 
more capacity will be created than is actually proposed at this stage: 


Foreign Exchange Requirements 


4.47 JEL expects to import some plant and machinery fcr carrying out the project. The 
foreign exchange requirements for this purpose are estimated at Rs. 114 lakhs. The Company has 
Stated that the payments for this foreign exchange 1equirement will be made by remittances from 
rupee funds against Capital Goods Licence. If, however, they are asked by Government to arrange 
for foreign loan; for.these payments it is intended to obtain finance from the Industrial Credit and . 
Investment Corporation of India or the Industrial Finance Corporation of India. The breakup of 
the amount of Rs. 114 lakhs is given by the applicant company as under. In addition, the customs 
duty on these imports is estimated at an average of 60% of the cost: 





TABLE 47 
Capital cost and details of imports.of Plant and Machinery 
(Rs./lakhs) 
1. Nitric Acid Plant - ‘ . : * . . . 24 
2. Ammonium Nitrate Plant - . . . ‘ . . 10 
3. Slurry Cartridging and sensitiser Plants ’ ’ . 41 
4. N.G. Explosives Cartridging - . ‘ . : ‘ 9 
5. Ammonia Storage and Rail Tankers - : : . . 24 
6. Greenbats . : . : . . ct baht . 6 
TOTAL : 14 





Source:—-The applicant Company. 


4.48 In this connection, it may be mentioned that the foreign exchange expenditure per tonne 
of extra capacity proposed by the IEL is Rs. 760 while that estimated by the IBP is Rs. 314 (Rs. 62.89 
lakhs for a capacity of 20,000 tonnes). 


Sources of Funds 


4.49 JEL have stated that they have the ability to finance the expansion entirely out of their 
own resources. The Company expects to meet the requirements of finance through internal cash 
generation from depreciation and retained profits. In this connection, and in support of their 
statement, they have submitted details of the estimated cash flow position for the three years 1976 
to 1978 as under:— 


TABLE 48 


Estimated cash flow position--1975-76 to 1977-78 
(Rs. /lakhs) 


1975-76 1976-77 1977-78 





Inflow ; 
Profits before Tax - . . : . : , . : . 1234 1234 1234 
Depreciation ; : : : : ? : . ‘ : 592 619 630 


TOTAL : : , 1826- 1853 1864 — 
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TABLE 48—Contd. 


(Rs. /lakhs) 








1975-76 1976-77 1977-78 
en LLL LC CC 


Outflow of funds 





Taxation = gt 866 
Dividends : . . ‘ i ig a ar an . 559 516 430 
Capital expenditure for projects under consideration - ‘ : . 459 291 181 
Working Capital - . tet . : te ‘ . (—) 74 223 146 
-Loan Repayments - : . : : ’ ; : . ; 329 332 298 
~~ 4433.~—~«2S41~~SC«* 921 
Surplus/Defcit + + + + + + + 4 4. 3932) 68B(-) 57 
Opening Balance - . . . . . ‘ . . : 727 1120 432 
Closing Balances - . . ‘ : . . - : . ~ 4120~«3QSSSC*STS 
Present Overdraft Facility . : j : : : , : 800 800 800. 
Additional overdraft facility available based on Tandon Committee 
recommendation ‘ . : . : ; : . 400 700 750 
Total fundsavailable - + +) + + + + «  . 9330 ~~—=«*932~SST925 


Scneemmiemaemanemaenetend 








Source:—-The applicant Company. 


Method of arriving at the above figures 


4.50 (a) In the preparation of the cash flow position, the Company has assumed that the 
level of annual profits during the three accounting years from 1975-78 would remain at the level of 


1974-75. 


(b) The depreciation for the future has been estimated by the Company after taking into 
account the possib': additions during the future thiee years and having the accounting year 1974-75 
as the base. In 14/4-75, the Company had written off depreciation to the extent of Rs. 583 | :khs. 


(c) One of the items in the out-flow of funds is the liability on account of taxation on profits. 
The taxes paid on profits by the Company since 1970 to 1972 had been negligible. They amounted 
to a total of Rs. 8 lakhs for all these three years. In 1973 ana 1974, no taxes had to be paid. This is 
mainly because of the various tax reliefs such as Development rebate available to IEL. The advance 
tax payment in 1974-75 was Rs. 80 lakhs. The Company has provided for a similar amount to be 
paid as advance of taxes for 1976 in addition to the balance of Rs. 80 lakhs for 1975. The same 
method has been adcpted by the Company in estimating the amount of liability consequent upon 


payment for taxation. 


(d) For 1974-75, the Company declared a dividend of 20% on its paid up capital. The esti- 
mates for dividends payable for the subsequent three years have been made on the assumption that 
the present declared rate of dividend of 20% would continue in the future also. It would appear 
from the above statement that the Ccmpany has estimated the total amount of dividends payable for 
1975-76 and 1976-77 at a level higher than that for the year 1977-78.- This is mainly because the 
amount of dividend payable for these two years includes also the instalments of deferred dividends in 
respect of the year 1975 as, in 1975, although the Company declared 20% as dividend, the actual 
payment had been restricted under the Dividends Regulation Act. 


4.51 In addition to the project for expansion _of the existing capacity of the 
Explosives Division, the Company has also a few other projects in hand. The break-up of the 
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ones capital expenditure under the various heads in respect of these projects is given 
OW 





TABLE 49 
Estimated capital Expenditure on all.the Projects under implementation by LEL 
(Rs./iakhs) 
1976 1977 1978 

1. Nitrocellulose Project—(Pending with Government) . . : 60 110 31 
2. Research & Development:(Including basic research) - sw 40 27 30 
3. Staff Housing - ’ ‘ ‘ . : ‘ . ‘ . * 17 10 ‘ 
4, Bagged Urea Warehouse, Kanpur (For Fertilizers, . . . . 20 
$. Coal Fired Boilers at Kanpur - ‘ : * . ‘ : 124 
6. Other Capital Expenditure (Renovation & Réplacement): 

Explosives © 06 #5 8 #8 it . 123 92 80 

Fertilisers © 06 06 5 8 eH ee eH 8B 40 

Toran. : —“459~OSS*«dS 





Source:—The applicant Company. 


4.52 It would appear that the working capital éstimate for 1975-76 has been put at Rs. 75 
lakhs lower than the working capital for 1974-75. The Company has explained that the reduction 
in the estimate of working capital as compared to 1974-75 is mainly because in 1974-75 the current 
assets had gone up by Rs. 10 crores over that of 1973-74, that it was an unusual feature and in all 
probability it will be brought down considerably; and this fact has been taken into account in esti- 
mating a lower level of working capital for the year 1975-76. . 


4.53 The company had taken long term loans from various institutions and the instalments 
that may fall due during the coming three years have been shown under the head of loan repayments. 
The details of those repayments are given below:— 








TABLE, 50 
Projected Repayments of Outstanding Leans 
(Rs.flakhs) 
pa 1976 1977 1978 
IDBI (Rupee) - * + © © © © © #8 5 123 177 177 
IFC(W)—(Dollar) © ss 12 40 6 
TEC,Japan—(Yen) 6) tt 115 115 115 
Mercantile Bank Ltd. (£) - . . : . . . ’ . 19 
Toran © +} S«*S 29 332-298 





Source:—The applicant Company. 


4.54 It would appear from the Balance-sheet of the Company for 1974-75 that they had a 
closing balance of Rs. 727 lakhs by way of cash and bank balances in hand at the end of September, 
1975. This has been shown as the opening balance in order to arrive at the closing balance of funds 
available at the end of the year 1975-76. 


4.55 In regard to the present over-draft facilities available to the Company, they have 
stated that their present-over-draft facilities are Rs. 800 lakhs and they are all from nationalised 
banks. Rs. 500 lakhs is from the Central Bank of India and Rs. 300 Jakhs is from the State Ban kof 
India. The Company has not availed of this facility so far. It would be seen from the Profits and 
Loss account and Balance sheet of the Company for the year 1974-75 that the Company has been in 
a financially satisfactory position and the loans both secured and unsecured received by them have 
been largely on a long term basis. It had been mainly Gepending on its own resources and had not 
gone in for borrowings to meet its needs of working capital to any substantial extent. It can be also 
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observed that the Company had a surplus balance of about Rs. 727 lakhs as cash in hand and in 
Banks at the close of the financial year 1974-75. Hence, it may not be incorrect to assume that the 
Company would be in a position to avail of its over-draft facilities of Rs. 800 lakhs if the occasion 
arises. The Company has also stated that, if necessary, it may be able to borrow more basing its 
requirements on the Tandon Committee’s recommendations. The estimated amounts available 
under this head have been also given separately in order to indicate the total funds likely to be availa- 
ble to the Company during the project period. . 


Ayailability of Finance 


4-56 The Reserves and Surplus of the Company at the end of September, 1975, stood at 
Rs. 2642 lakhs. IEL have stated that they would be able to finance the expansion project entirely. 
from out of their own resources. The intention appears to be to meet the finances required for the 
expansion from out of the reserves available with the Company. It is clear from the Balance Sheet 
of the Company for the year ended September, 1975, that the Company had no necessity to borrow 
short term loans from banks for meeting its requirements of working capital. The equity: debt 
ratio in 1974-75 was 1 : 0-31 (see Table 13 above). In arriving at the total funds ‘available to the 
Company, they have taken into account the present overdraft facilities of Rs. 800 lakhs and also the 
additicnal overdraft facilities which in the Company’s view can be available on the basis of the Tandon 
Committee’s recommendations. IEL have arrived at the balances available after providing for divi- 
dends at the rate declared in 1975. Also, in addition, they have provided for an amount of Rs. 931 
lakhs to meet the capital expenditure for projects other than the expansion of explosives plant over 
the period of three years ending with 1978. It would, therefore, appear that if the Company is to 
meet the obligations arising out of the expansion project over a period of three years and if they are 
to meet the same from out of the surplus funds available under reserves and surplus, they may have 
to go in for some additional loans by utilising their over-draft facilities to the extent they divert funds 
for the capital expenditure required for expansion. This is necessary mainly because, in the past, 
they have been utilising the available reserves for meeting the requirements of working capital. If 
funds are diverted from reserves to meet the capital expenses, to that extent, they are likely to fall 
short for the requiremerts of working capital. In all probability, therefore, IEL may have to make 
up the deficiency by borrowings. This is further subject to the assumption that they continue to 
declare dividends at the level of 1975, ic. 20% on paid up shares, and the Capital expenditure on the 
projects other than expansion of explosives would continue to be met as estimated by the Company. 
If, however, any of the other projects get postponed for one reason or the other, or the Company 
does not declare dividends at the 1975 level, it may not be necessary for the Company to go in for 
borrowings on 2 large scale. In explaining the availability of finances to meet the expansion of the 
explosives plant, it has also been stated by them that they can go in for raising of deposits from the 
public under the “‘Acceptance of Deposits. Rules”. According to these Rules the maximum amount 
that may be raised as deposits from the public is to the extent of 25% of the share capital and reserves. 
On this basis, the amount that can be raised by IEL, if required, has been given below :— 


Position at 30-9-1975 


(Rs. crores) 
Share capital 21.48 


Reserves 26.42 
rs Tora. _— 47.90 


25% of share capital and reserves 11-97, i.c., about 12 crores; this the company may be in 4 
position to raise by way of deposits from the public. 3 


4-57 An examination of the scheme of finance as submitted by the applicant Company 
suggests that it would not be difficult for the applicant Company to meet the cost of proposed expan- 
sion from its own resources. It is seen that in effect what JEL is proposing to do is to go in for short- 
term borrowing oc bank advarces for purposes of financing the proposed project to a certain extent; 
but this prospect arises because, in the past, it has used its own long term funds for the purpose of 
meeting its working capital requirements. It has become the normal practice in India that working 
capital is financed almost entirely from short-term borrowings and it would not be unreasonable for 
the TEL also to assume that it can do so when necessary. On that basis, it would be in a pusition 
to use its internal funds for financing expansion while increasing its bank borrowings to meet the 
requirements of working capital. Moreover, as the applicant Company has pointed out, unlike 
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many companies in the private sector in India, they have not upto now borrowed by way of public 
deposits, which they are entitled to do under the Rules prescribed for the purpose. It would not 
be necessary for them to resort to any long term Icans from public financial institutions. The only 
occasion for them to do so would be if they cannot find foreign exchange for the project except on 
the basis of a loan from a financial institution like the ICICI or the IFCI. But this depends upon 
whether Government grants them foreign exchange against rupee payment which they can finance, 
or Suggest that they can go in for a foreign exchange loan. 


4:58 There is little fault to be found with the scheme of finance as submitted by the applicant 
company. As mentioned earlier, the major objection on the financial side to the present proposal 
is that the capital cost for the project appears to be excessive but, even if we ignore the possibility 
that this may represent the existence of potential capacity larger than what is proposed at the moment 
and accept as valid the statement that the larger capital expenditure is due to the inclusion of certain 
items which are not to be found in other projects, it cannot be overlooked that this does mean avoid- 
able additional capital expenditure. If IBP and other applicants in this line find that the same 
quantities of explosives can be produced without going in for these particular plants which are quite 
expensive, because the facilities that. exist elsewhere. in the country can be utilised more effectively, 
there is no reason why the country should incur this additional capital expenditure at a time when 
there is so much shortage of capital in the country. On this ground, therefore, IEL’s proposal can be 
considered to be less beneficial to the country as compared to the other proposals which have already 
been approved. This view would be based on the assumption that basic raw materials. like Ammo- 
nium Nitrate and sensitisers would be available to explosives manufacturers from alternative sources 
and thus it will not be necessary for them to invest on plant for their manufacture. 


67—10 M of LJ & CA/ND/79 


CHAPTER V 
CONCLUSIONS AND RECOMMENDATIONS 


Cotclusions 


5-01 Taking into account the analysis of the proposal in its various aspect, it appears to us 
that the only ground on which IEL’s proposal could be supported would be that TEL is in the best 
position to add speedily to its output. In view of the uncertainties and difficulties involved in the 
development of new projects in this industry, it is not unlikely that the gestation period of the new 
entrants may prove to be longer than what they have allowed for and critical shortages may therefore 
arise in the next few years or even in the period of the 6th Five year plan. Looking at the fact that 
IBP as well as Narendra Explosives have foreign collaboration proposals from reputed parties abroad 
and further that they have already done a great deal of spade work, there appears to be no reason 
to doubt that they will go ahead with their projects and bring them into operation; but one cannot 
overrule the possibility that this may take a little longer than what they have estimated, 


5:02 We have assumed that the demand for explosives in 1978-79 is not likely to exceed 
80,000 tonnes. We have put the estimate in this negative manner because recent developments create 
doubts whether the demand would be even as large as this. The representatives of the DGOF, for 
example, indicated at the public hearing that their estimate would be that demand may not exceed 
75,000/76,000 tonnes by that time. At the Public Hearing on the proposal of M/s. Chowgule and 
Company Pvt. Ltd., held by the Commission on 8th June, 1976, the representative of the Planning 
Commission stated that this estimate is also likely to be revised downwards. In this connection, 
we have also to take into account the fact that, due to various reasons, the demand for coal is not 
developing as expected.* 


5-03 The present production and,supply of explosives is as follows :— 








TEL 35,000 tonnes 
IDL 10,000 tonnes (approximate) 
Total : 45,000. tonnes 


In addition, according to the FCI, ammonium nitrate and fuel oil (ANFO) equivalent to about 
6,000 tonnes is being sold. According to Indian Oxygen, LOX equivalent to a little less than 2,000 
tonnes is being sold. The total supply of explosives in 1975 can therefore be put at about 53,000 
tonnes. According to the applicant Company, the supply by 1978-79 would be as follows :— 





TEL 35,000 tonnes 
IDL 20,000 tonnes 
IOL 2,000 tonnes 
FCI 10,000 tonnes 
IBP 
Bhandara 2,000 tonnes 
Narendra 1,000 tonnes 
Total: 70,000 tonnes 


Therefore, according to IEL, there would be a clear gap of 10,000 tonnes in 1978-79 even if 
one makes very optimistic assumptions about the progress of various other producers. IEL has 
pointed out that IDL has been in operation for some years now and has a licensed capacity of 22,500 
tonnes but produces much less. Assuming that they will produce 20,000 tonnes in 1978-79 envisages 
more than a doubling of output within the short space of two or three years. If Indian Oxygen con- 
tinues at the present level and FCI continues to supply ANFO at around 7,000 tonnes, that exhausts 





*In this connection, the following news report may be of interest. ‘The Planning Commission has warned that 
the current year’s coal produce target of 108 million tonnes may turn out to be far ahead of demand unless vigorous 
steps are taken to market coal.” It has been further stated that all the important consumers of coal have built signi- 
ficant stocks, the stocks of cooking coal with the steel plants have substantially improved and pit-head stocks have also 
risen substantially. In this product no large exports can be expected. There may therefore be difficulties in maintain- 


ing or increasing coal production as per the earlier programmes-—-Financial Express, May 31, 1976. 
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the more certain prospects of supplies. According to IEL, it would be doubtful whether other in- 
tending manufacturers are at a stage which can ensure an adequate level of production by 1978-79. 
The representatives of IEL at the Public Hearing admitted that absolutely accurate forecasting in 
such a situation may not be feasible and one must go on the basis of probabilities. But past experience 
suggested that new manufacturers are bound to take time and there would therefore be substantial 
shortages in 1978-79. 


5°04 We are not sure that-this analysis of the applicant Company is correct. IDL have 
gone through. thcir tecthing troubles over. the last several years and it should be possible for them to 
produce the full output of 22,500 tonnes at Rourkela with the use of continuous process as explained 
earlier and also begin to. produce some So aks say 2,500 tonnes, in their Hyderabad Plant which 
has recently been set up. In fact at the Public Hearing on 8th June, 1976, IDL have stated that trial 
production has started in their Hyderabad plant and commorcial production will start very soon. 
It would not be technical problems so much as market constraints that may keep the output of IDL 
lower than 25,000 tonnes. Regarding the Bhandara project, their time schedule has been carefully 
worked out and it appears that their. statement that 2,000 tonnes will be available in 1978-79 and 
-5,000 tonnes in the next year is realistic. FCT etated at the public hearing that they are in a position 
to sell ammonium nitrate for use in the form of ANFO to the extent of 15,000 tonnes by 1978-79. 
As far as FCl’s new plant is concerned, its representative was cautious and said that production at 
the new plant will commence in 1978. From the information available at the subsequent public 
hearings, it appears that nothing beygnd an additional supply of ANFO may be assumed as far as 
the FCI is concerned. The representatives of IBP stated that two new plants would be completed 
in the Fifth Five year Plan period with a total capacity of 10,000 tonnes. As IBP is not taking up 
the production of basic materials but only the mixing and cartridging part of explosives manufacture, 
it would not be inappropriate to assume that they would be able to contribute not less than 5,000 
tonnes—may be even 10,000 tonnes—by 1978-79, About Narendra Explosives, it is difficult to 
say at what speed their project will progress. We may assume only 1,000 tonnes by 1978-79 as was 
done by TEL. On the above analysis, the supply of explosives by 1978-79 would be about 84,000 
tonnes. Moreover, projects for the creation of a new capacity exceeding 1,00,000 tonnes would 
have been largely implemented by that time. We cannot therefore conclude that it is essential to 
approve of IEL’s proposal in order to avoid shortages in the coming few years. 


5:05 As regards the position in the Sixth Five Year Plan period, we have already indicated 
that there appears to be little reason to fear any shortages in the earlier years of the Sixth Five Year 
Plan. As regards the latter part of the 6th Plan, we do not think that approving IEL’s proposal at 
present is necessary in order to meet the possible contingency of shortages in, say, 1983-84. In the 
case of Slurry explosives, the gestation period is likely to be shorter, say about two or three years, 
as compared to the longer period which has been experienced earlier for NG explosives, specially 
after there has bec an initial acoeptance of these even for the ‘permitted’ uscs. Moreover, there 
are a number of other proposals under the consideration of the Government and they have the merit 
of being from undertaking which would be independent and new entrants to the industry, and thus 
not contributing to the continuance of the monopolistic situation there. Moreover, IBP has further 
plans of development in this line. The DGOF is working on the possibility of expending the pro- 
duction at Bhandara by an additional 2,500 tonnes per year and also of setting up another plant for 
NG explosives in the South. The FCI is active in finding a suitable collaboration for the final stage 
of Slurry explosives’ production for which they are otherwise well equipped. In case none of these 
proposals materialise, there would be adequate time to consider TEL’s expansion propcsal for 
meeting the requirements of the latter half of the Sixth Five Year Plan period. In this connection, 
it cannot also be overlooked that there is no indication available today about what the shape of the 
6th Plan is going to be and what the targets of explosive—consuming sectors such as coal and other 
minerals will finally be. The present estimates have therefore to be treated as very tentative. More- 
over, there is no necessity to take a decision now for capacities that should come up in 1982 or 1983. 
A decision taken in 1979 would be quite adequate for meeting such a possible contingency. 


5-06 We may also mention that IEL also has two other possibilities open to it to increase 
its production at short notice and without much difficulty from its existing plant at Gomia. Firstly, 
as can be concluded from the information supplied by them in answering a query specifically raised 
at the Public Hearing their NG plants at Gomia are basically capable, may be with some adjustments 
and balancing equipment, to produce about 43,000 tonnes of explosives per annum. From their 
pilot plant for Slurry explosives they are already producing about 1,500 tonnes of that type of explo- 
sives; and they can produce totally 4,500 tonnes of such explosives according to the information 
supplied to the Commission. Their foreign collaboration agreement in respect of Slurry explovies 
has already been approved by the Government so that the new technology is available to TEL irres- 
pective of whether the present proposal is approved or not. According to a modification to mdustriat 
licensing policy announced by the Government on 25th October, 1975, even undertakings coming 


520 


within the purview of the MRTP Act and F.E.R. Act can utilise their installed capacity even though 
this may be in excess of their licensed capacity in respect of industrial explosives (among other in- 
dustries) “‘subject to the condition that excess production is exported or sold in accordance with the 
directions of the Government”. The implication of this is that, if shortage really arises and important 
consumers, specially in the governmental sector, find that their operations are handicapped as a result, 
JEL would be entirely in a position to increase its output by 25% with the only condition that the 
extra production is sold according to directions of the Government. This condition would be no 
hardship to IEL as a large part of the output-is anyway sold to organisations in the public sector. 
Moreover, the critical shortage, if any, will be in the area of permitted and/or small diameter explo- 
sives. In this area, the new producers may take some time to introduce their products with all the 
‘safety and other formalities to be completed. It should not be difficult for IEL to change the. com- 
poaues of its output, with more emphasis on permitted and small diameter explosives and less on 
diameter and non-permitted explosives. On a specific enquiry from the Commission at the 
Public Hearing on this matter, it was stated that the only constraints in this as ge would be regarding 
cartridging facilities for certain types. This should not prove too much of a difficulty. Thus, if 
for any unforeseen reason, the progress of various new entrants to the industry is slower than may 
normally be assumed, the Government would be in a position to have its requirements met in view 
of the liberalisation in licensing which has already been announced and which is open to IEL to utilise. 
No additional permission or sanction is likely to be necessary for this. 


5-07 It may then be asked : if IEL can increase its output in this way in any case, why not 
approve the proposed project and permit it to do so in an official manner, so to say, rather than by 
making use of general instructions and possible loopholes? The answer is that what needs to be 
definitely prevented at this stage is setting up of an entirely new plant which IEL proposes to do under 
the present proposal. If its dominant position in the industry is to be curbed, and the new intending 
entrepreneurs—both from the public and the private sectors—are to be genuinely helped in entering 
this line of industry and establishing tHefetias in the market, and thus some degree of healthy 
competition is to be ensured in this sector of the economy, it is necessary to restrain the growth of 
IEL for some years to come. As we have seen, it has already built up a potentiality of growth at 
its present site which in any case makes it a formidable competitor fur years to come. If at this 
ve it is permitted to set up anentirely new plant at a new site, this should create obstacles and 
difficulties for the intending competitors, which may make their position difficult if not impossible. 
oe it would not be desirable to grant permission to IEL to set up new capacity as proposed by 
them. 


Recommendation 


5°08 We, theiefore, recommend that the application of Indian Explosives Ltd., for permission 
to effect substantial expansion of their undertaking by the additional manufacture of 15,000 tonnes 
of commercial blasting explosives, partly by expanding the capacity of their plant at Gomia and 
achat Oe setting up a new plant in a backward district in the State of Madhya Pradesh should be 
rejected. 


(Sd.) 
(JUSTICE J. L. NAIN) 
CHAIRMAN 


(Sd.) 
(H.K. PARANJAPE) 
MEMBER 


Ea. ik ay (Sd.) 
eG (HLM. JHALA) 


New Deum, “EMBER 
Dated: July 30, 1976. 


APPENDIX I 


List of Participants in the Public 'Hearing held on 29th March, 1976 on the preposal of 
_ Indian Explosives Limited 


_T. Applicant Company 


-Dr. S.S. Baijal ' so : ; 


ShiiS.Singh = st 
‘Dr. I:K. Arora 

Shri G.M. Chopra - 

Shri B. Sen 


‘Shri N.C, Roy 


Shri P.K. Mukerijee 
Shri T.N. Sen 


Il. Objectors. 


1. 


IDL Chemicals Ltd. 


Shri M. Varadarajan . . : . 
Shri V.C. Katoch . : . . . 
Shri S.C. Chadda . . . . , 
Shri V.G.K. Thathachary + . . . 


Indo-Burma Petroleum Co, Ltd. 

Shri H. Bhargava : . . . . 
Shri A.P. Bhalla . . . . . 
Fertilizer Corporation of India 


Dr. S.K. Mukherjee - . . ; . 
Shri P. Sheshadri . : : F i 


III. Government Officials 


1, 


Ministry of Industrial Development 
ShriH.H.Tayabji + + © es 


Directorate General of Technical Development 
Shri J.S. Matharu . . ° ° . 


Planning Commission 
Shri V.V.S.R. Hanumantha Rao - . ‘ 


Central Mining Research Station 


Dr. V. Krishnamurthy . . . 
Bureau of Mines, Nagpur 
Shri S.K. Chowdhuri : . . . . 


Directorate General of Ordnance Factories : 
Shri C.N. Chandrasekharan . ’ 


Department of Coal, Ministry of Energy 
Shri C.D. Tripathi - . . . 
Government of Madhya Pradesh 

Shri V K. Majotra : ‘ . 


+ Managing Director 
+ Executive Director 


Managing Director 

Executive Director 

Controller 

Secretary & Chief Economist 


General Manager (Chemical Division) 
Finance Director 


Director (Production) 
General Manager, Co-ordination. 


Deputy Secretary 
Development Officer 
Officer on Special Duty 
Scientist 

Regional Controlller 
AD(G) 


Deputy Secretary 


Deputy Secretary 
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AppenbIx II 


Comparative Merits and Demerits of NG based and Slurry Explosives 


Factors 


nn no 


1. Capital outlay 


2. Manufacturing problems - . 
(a) Risk of explosion. 


(b) Quality control + .* °+ 


3. Packing, handling & transportation 


4. Shelf life/storage 


5. Water resistance . . 


6. Density/Strength . . 


7. Mechanical loading 








Slurry blasting agents 


The capital outlay required for 
a slurry plant is low as no chemj- 
cal process is involved. 


Ingredients and the final pro- 
duct are both non-explosive and 

teeviore the risk of explosion is 
ow. 


Slurries are very sensitive to 
variations in the concentration 
of some of the key chemicals 
which are present in quantities 
Jess than one hundredth.of oue 
percent. Weighing of such 
small. quantities. and mixing 
them adequately in production 
batches of 500 Kg. creates se- 
bey probiems of quality con- 
trol. 


Slurries haye low sensitivity to 
impact and friction and are cap- 
insensitive. Even cap-sensitive 
slurry explosives are less sen- 
sitive to impact and friction 
than nitroglycerine base explo- 
sives, Slurries therefore do not 
have to meet the stringent requi- 
rement. of packing, handling & 
transport. 


The shelf life of alee less 
than six months which is too 
low to meet the requirement of 
consumers in this country. This 
is due to the breaking up of the 
gel due to slight or unaccounted 
variation in quality control. 
These explosives have to be 
used up immediately where 
small diameter cartridges have 
to be used. - : ; 


Slurries do not have good water- 
resistance for use under wet 
conditions. However slurries 
suitable for underwater use 


‘have yet to be developed. 


The density and strength of slur- 
ries are higher than that of 
ANFO but not as high as those 
of nitroglycerine based explo- 
sives. However, they are good 
enough for efficient use of bore- 
holes, The strength of slurries 
does not allow very wide varia- 
tions to suit specific require- 
ments, 


Slurries can be mechanically 
loaded into boreholes. 


Nitroglycerine based 
explosives 





Both chemical process and me- 
chanical mixing and packaging 
is involved in manufacture. 
The capital outlay required for 
a plant for wing NG 
Based explosives is therefore 
mmrich. higher. 


Preparation of the most impor- 
tant ingredient, nitroglycerine, 
treatment of spent acid and 
manufacture of explosives con- 
taining nitroglycerine are all 
attended with high risk of ex- 
plosion unless plast/equipment 
and their operators are of the 
highest s ‘d. 


Nitroglycerine based explosives 
do not have any such small 
concentrations as to create qua- 
lity control problems. Compo- 
sition of these explosives allow 
flexibitliiy in the proportioning 
of their ingredients. 


Nitroglycerine based explosives 
are sensitive to impact and fric- 
tion and therefore have to meet 
the stringent requirements of 
packing and transport. 


Nitroglycerine based explosives 
have more than an year’s shelf 
life, even under extreme tempe- 
rature conditions and several 
years when stored in cool dry 
areas. 


Nitroglycerine based explosives 
have much greater water resis- 


tance. than slurries. They 
are available for under- 
water use. 


Nitroglycerine based explosives 
can be made in a wide variety 
from high strength high den- 
sity to low density, low strength 
to suit specific requirements, 


Nitroglycerine based explosives 
cannot be loaded into boreholes 
mechanically. 


| RNS 


8. Noxious fumes 


9. Detonation failures 


10. Special varieties of explosives 


11, Cost : : : . . 


12, Customer acceptance . . 
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Slurries do not cause headache. 
After detonation the fumes are 
more acceptable and therefore 
the period of suspension of 
work between blasting is low. 


Detonation failures occur often 
with slurries includi slurry 
explosives specially when the 
stock is older than six months. 
Such failures cause disruption 
of work 4chedule. 


+ “Special varieties of slurries for 


use in under-ground.coal min- 


_ing work have been developed 


recently. Their field perfor- 
mance is yet to be proved. 


Where large quantities are uséd 
and mechanical loading metho- 
dé employed, -slurries are more 
economical, Small diameter 
siorries ate as pe les nitro- 
glycerine based explosives, but 
they do not have the versatility 
of strength, reliability with re- 
gard to cap-sensitiveness and 
acceptable shelf life. These 
disadvantages make small dia- 
meter slurri¢és costlier than 
Nitroglycerine based explosives 
in’ the. final analysis. 


Though slurries have been in- 
troduced in this country for about 
8 years, they have not so far 
received customer acceptance. 





3 





Nitroglycerine based explosives 
cause headache but immunity 
is developed by continued ex- 
posure, After detonation fumes 
are noxious and require efficient 
ventilation in underground ope- 
ration. The riod of sus- 
pension of work between lasting 
is much longer. 


Nitroglycerine based explosives 
have unmatched reliability in 
regard to initiation by detonator. 
Even explosives otherwise un- 
serviceable can be initiated by 
@ detonator. 


Permitted explosives having 
nitroglycerine base were deve- 
lo and are in use all over 
the world for decades. Where 
choice is available, consumers 
prefer these to permitted slu- 
rries, 


Nitroglycerine based explosives 
cannot be mechanically loaded 
and therefore are not prioe-wise 
competitive with slurries, In 
small diameter usgae, which 
accounts for about 70% of the 
total usage of explosives in this 
country nitroglycerine based 
small diameter losives are 
more economical in the final 
analysis as they have dependable 
strength and  cap-sensitiveness 
and a long shelf-life. 


Nitroglycerine based explosives 
are long established products 
which have been proved in the 
fields in this country over 50 
years. 





Source :—-Narendta Explosives Ltd, 
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APPENDIX IV 


Part Il—Details relating to the Patents obtainedjapplied by IEL 


Basic Patents: 


1. IP No. 134203 — 31.3.73 
Title: Method & apparatus for cartridging slurry. 
Blasting Explosives Investors; Dk Biswas, SN Sen. 
The m2thod coasists of forming a plastic wrapper around a metalic tubing and continuously heat-sealing it. 
Further, the explosive Composition in slurry form is pumped through the metalic tube into plastic tube thus 
formed and clipped into discrete cartridges. . This principle which is known as form-fill-seal is a novel one 
for explosive packaging. 
2. IP No. 134206—6-1-73 
Title: Slurry Blasting Cumposition. Inorganic 
Oxidiser-Salt containing Aqueous Slurry type 
Blasting Compositions containing a mixture of fuel gas and oxygen as novel sensitisers. 
Inventor: SN SEN 
The invention originatec from fundamental research carried cut on the nature of gas bubbles present in slurry 
explosives. The novelty of the invention lies in achieving cap-sensitivity in small diameter slurries. 
This method does not need incorporation of any other explosive or chemical sensitisers. 
IP No. Date Title Inventors 
322/Cal/73 15.2.73 Improved Dry Blasting Agents DN Bhattacharya 
287/Cal/75 15.2.75 Cap Sensitive Diy Blasting Agent. S Seshan 
5, 288/Cal/75 15.2.75 Improved: Dry Blasting Agent. DN Bhattacharya. 
These are patents on Dry Powder Explosive compositions without using intro-glycerine or other self-e: i 
pare pen The Hivenbion. toes ou of He Swish: Studies on the catalytic Adecompos lion of pete 
nitrate and energy of activation studies. This type of non-NG based, cap-sensitive, explosive i i 
in 25 mm diameter is not manufactured anywhere in the world. ee a a 
Improvement Adaptive 


6. IP No. 99138—22.4.65 


10. 


Title — Improvements in or relating to Safety Fuse. 

Inventors — Y Lal, J. Mullin 

This invention relates to improvement on existng)safety fuse (prior to 1965) to make it wat iving i 
plastic coating sandwitched between textile material. ) waterproof by giving in a 
IP No. 132545—16.8.72 


Title:—- Improved method for Preparation of Thickened Slurry Explosives. 
Inventor :— DK. Biswas. 


This invention relates to an adaption of in-line slurry mixer the principle of which was known earlier in chemical 

engineering practice. The novelty lie in adapting this principle in the field of explosive technology and making it 

enue so that both gas and liquid can be injected in correct proportions to slurry being pumped into a bore- 
ole. 


IP No. 2211/Cal/73 — 1.10.73. 


Title: Apparatus for transportation and bulk delivery of Plant manufactured slurry blasting agents. 
Inventors: S.K. Biswas, A.R. Chaudhuri. 


This relates tc design of self-contained explosive truck which can transport and bulk-deliver plant mi 
explosives directly in bore-holes. The novelty lies in formulating a suitable slurry composition of desired detuite 
which will remain fluid and waterproof and pumping by a special explosive pump fixed to the truck, 


IP No. 2468/Cal/74— 8.11.74 


Title Rigid Waterproof Containers for small dia slurried Explosives, 

Inventors: GM Chopra, T, Gangadharan, RN Sinha. : 
The invention pertains to manufacture of paper shall containers for slurry explosives. Normally sl 4 i 
contain considerable proportion of water which permeates through paper shells. The sovolty lie in ee ores 
tic coated paper and special shrinkwrapped plastic film for achieving complete water-proofness and end sealing. 
IP 2338/Cal/75—24.12,75 

Title Multiple Fuse Igniter 

Inventor: K,A. Rama Rao 


This is an adaptive invention pertaining to a gadget which lights simultaneously a number i k 
Single point ignition, oe y of safety fuses from 


- 


Source: The applicant Company 
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APPENDIX V 


TEL’s Export realisations-in relation to cost of production of Explosives 


fan ee TAA RaARASEENeRENememenne 














FOB Less -— Ex-Factory Ex-Factory Cost of 

Internal Price for price (sell- Production 

Freight/ Export ing price) 

Handling/ 

Naval 

Charges 

Etc. 

Rs, Rs. Rs. Rs Rs 

1970-71 
Blasting Explosives (per tonne) . 3868 640 3228 3773 2991. 
1971-72 . 
Blasting Explosives (per tonne) . 2890 700 2190 4033 3317 
Blue Sump ‘000’ Mts. 53 17 36 160 154 
WCPS ‘000 ,, 100 18 82 204 184 
1972.73 
Blasting Explosives (per tonne). + . 2980 700 2280 4295 3916 
Blue Sump ‘000 Mts , . . 69 17 52 175 164 
WCPS s000 . ,, . 170 18 152 225 198 
1973-74 ; 
Blasting Explosives (per tonne) . : : 3997 840 "3157 5644 4904 
Blue Sump ‘000 mts . : . 16 20 56 205 181 
WCPS 6000 . , 222 22 200 260 229 
1974-75 — 
Blasting Explosives (per tonne) . 5160 910 4250 7000 6044 
Blue Sump ‘000 Mts . : . 171 22 149 225 221 
WCPS “000 ,, 222, 24 198 300 276: 





_Source:—The Applicant Company. 
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APPENDIX VI 


Prices of Explosives by IEL 
Part I—DGS&D rate contract prices 
(Rs. per case of 25 Kg.) 














Period SG 90% SG90% SsGso0% sGso% sG6% sG6o% OCG- 
100mm = above 100mm _— above 100 mm all sizes 
100 mm 100 mm 100 mm 
WEF. 
15-4-59 . . . 7 ° 130° 50 oy 120-75 oe 113°50 ie 96° 50 
1-6-61 : o ° . 120° 41 117:97 112-61 110°17 104-81 102° 37 87°75: 
15-11-61 ; 7 . soe 114-56 112°12 107: 25 104-81 99-94 97-50 83+ 36 
1-4-62 , ‘ ° ° 114-56 112-12 107° 25 104-81 99+ 94 97.50 83°36 
24-5-62 ue i : . 7 117-49 115°05 110°18 107-74  102°86 100°43 = 86°29 
1-4-63 ‘ : ’ ° 117-49 115°05 110° 18 107:74 102 +86 100: 43 86:29 
1-7-63 . : ‘ : : 115-05 412-61 107° 73 105-30 100° 42 97-98 83°85 
1-4-64 . : 7 . 112-50 110-00 105-75 103:25 99-00 95-50 81°75 
1-1-65 ‘ 7 7 . 7 108-10 105-60 101-60 99-10 95-20 92-70 78: 50 
1-4-66 : : : Mae 48 108-10 105+ 60 101-60 99°10 95-20 92°70 78-50 
1-4-67 . . 5 . . 108-10 105°60 101-60 99°10 95:20 92:70 78-50 
1-4-68 , 7 . oe 108-10 105: 60 101: 60 99:10 95+ 20 92-70 78: 50 
4710+ ee 11350 11100-10650. :104-00-:100°00 «97-50 82°50 
1-4-72 . . ‘ . . 124-75 122-00 117-25 114-50 110-00 107: 25 90° 75 
1-5-74 . 7 7 : 7 199-50 195-00 187-50 183-25 176: 00 171:50 145-25 
1-6-75 : . ’ . . 203-50 199-25 191-25 187°00 179°50 175-00 148-25 
Period FN/t PF-{ PF-2 PF-3 Hectorite Ajax . Ajax G  VikingG Viking G 
all sizes allsizes allsizes all sizes G100 grm_ above 100 gm. above 
i 100 gm 100 gm 
WEF. 
15-4-59 
1-6-61 
15-11-61 
1-4-62 
24-5~62 
1-4-63 
1-7-63 
1-4-64 . 57°50 94°75 82°75 
1-1-65 S 55+20 91:00 79°45 
1-4-66 . 55-20 91°00 2s 79°45 
1-4-67 ‘ 55+ 20 91-00 79°45 
1-4-68 : 55-20 91-00 79° 45 
1-4-71 . 58-00 : 95+ 50 83-50 
1-4-72 . 61-00 62-50 82-50 71°75 98-50 107-50 105-00 94-50 91°75 
1-5-74 . 97°50 100: 00 132-00 114-75 167-50 172: 50 168-00 151:25 146° 75 


1-6-75 i 99-50 102:00 134-75 117-00 160° 75 176-00 171°25 154-25 149-75 
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APPENDIX VI (Contd.) 





Unisax G Unisax G Soligex- 
100gm. above 100 100 gm. 





WEF. 

15-459 + + + + 

1-6-61 . . . . 

15-11-61 

1-4-62 

24-5-62 

14-63 

1-7-63 

1-4-64 

1-1-65 e . . ‘ + 

466° + 7 + 86-78 

W467 0 ts 86:78 

1468 * 6 + + 86-78 

or 91-00 

1-4-7200 + + + + + 102575 10000, 97°25 
15-740 + + + #16450 160500 155-50 
16-75 ¢ + + + + 1677S 163-25 158° 50 





(Rs. per case of 25 Kg.) 





Soligex  Unipruf Unipruf Primex 
above 100gm above 
100 gm. 100 grm 





94-50 92-00 89-25  812°00 
151°25 147-25 = 142°75 = 1168-00 
154-25 150-25 145-50 1191-25 





Note:—Prices are for Gomia and are exclusive of freight, taxes, Octroi, excise etc. 


Source:—The applicant Company. 


Part Il—List prices (for general customers) for selected periods 








Product 
21-1-1971 
Gelignite ° . : : . . . 147-00 
Plaster Gelatine - : . . : 138-00 
Special Gelatine 90% 100mm fei . 7 ‘ 119-00 
—do— above 100 mmilength - : ‘ 116° 50 
—do— 80% 100 mm length . . ' 111°50 
—do— 80% above 100mm length . 109-00 
—do— 60% 100mm length . : : 104-00 
—do— 60% above 100mm length . ‘ 101:50 
Open Cast Gelignite Alf Sizes - - . * . 86: 50 
GN-I | 7 : xy . . : ‘ a 60° 50 
Powerflol - : : . . . . . 65-50 
Powerflo2 - . . ° . . . * (Not in Prod.) 
Primex . ry ry . ry ry . . 8 50° 00 
Ajax G above 100 gm . : . . . 100: 00 
Viking G edow 6 8 8 et 87-50 
Unisax G -do- °: . . ‘ ‘ 93-50 
Soligex -do- - . : 7 . : . 90°50 
Unipruf G -do- : - . . . . 85-00 
Hectorite > fie . : . . . 93-50 





(Rs. per case of 25 Kg.) 





Prices w.e.f. 
21-3-1972 1-4-1974 21-4-1975 





161-75 262: 50 281-00 
151°75 246-25 263° 50 
131-00 213-25 228-50 
128-25 208-75 223-50 
122-75 200: 75 215-00 
120-00 196-00 210-00 
114-50 188-25 201-50 
111-75 183-50 196-50 
95-25 155-25 166-50 
63°50 104-50 112-00 
65°50 107-00 114°50 
86° 50 141-25 151-00 
850-00 1210-50 1315-50 
110-00 179-75 192° 50 
96°25 - 157-00 168-00 
102-75 171-00 183-00 
99-50 161-75 173-00 
93-50 152°75: 163-50 


102: 75 168-50 180-50 


Nore:—Prices are Ex-Gomia Magazine and are exclusive of Sales Tax or other local t taxes. 


Source:—-The applicant Company. 
69— 10 M of LJ &CA ND/79 
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APPENDAx VIE 


Initial, current and potential capacities of different plants installed by TEL. 
Part I—Licensed Capacity, Installation of Plants and. Actual Production. by IEL since inception. 


1, Manufacturing licence 
1954—Government of India’s letter of January, 25, 1954 enclosing Industries (D&R) Licence for manufacture of 
5,000. short tons and intermediates. 
2. Capital Goods Licence 
1955—Government of India’s Capital Goods Licence No. 024571/CCI-CG of 25-5-54 for ' the above project. 


3. Installation and Explanation: 
1956 to 1958. 


Note— (i) All plants were new and imported except Nitric Acid II. 
(ii) Capacities given in brackets are for equivalent tpa of explosives. 
(iii) For convenience all capacities are given in approximate tonnes. 


Intermediates: ; 
(a) Nitric Acid I—initial capacity 10t/d (5000 tpa). 
(b) Oleum —initial capacity 10 t/d (25,000 tpa). This was smallest commercial plant available at that time: 


©) Sulphuric Acid concentration—Two coal fired Pots of initial capacity 18 t/d each (total 9,000 tpa). 
Also desirable to have a spare, as furnances/pots crack often. 


@) Denitration Towers—One tower of initial capacity 10 t/d (8,500 tpa) Another tower as installed spare as low 
availability an crucial equipment prone to feditslocetdowils. . 


() Ammonium Nitrate—Kettle Plant initial capacity of 2500 tpa (5,000 tpa). 


Blasting Explosives: 
@) Biazzi NG Plant—initial capacity 10 t/d (12,000 tpa). | This was the smallest plant available. 
(g) One Taller Mixer Plant—initial capacity of 40 t/d gelatines (12,000 tpa). 


(h) Two Dupont Catridging Machines for gelatines—initial capacity of 11°25 t/d (total 6,750 tpa). Cartdiges 
were mostly 1”x 4” giving low machine utilisation. 


() Two Packing Houses—Initial capacity of 3,000 tpa explosives each or a total of 6,090 tp3. Each house had - 
only one packing line and all the boxes were wooden cases with carton packs inside. Cartridges were also 
of small size and man limit allowed in the house was less. 


(One srrall McRoberts Mixer and two Hand Packing Huts were provided to take care of re-work material but 
not substantially increasing the total capacity. 
4. Production: 
1958199 te 
1959—2489 ,, 
1960—5851 _,, 


5. Major Extenston Licenses: 
(a) Licence dated April 4, 1960 for manufacture of 15000 short tons per annum of explosives and intermediates. 
[(b) Capital Goods Licence Nos. 999578/60/HQ/CG dated 19-5-60 Second Hand Nitric Acid Plant and 997549/ 
60/HO/CG/I—13-3-1961—Explosives extensions were issued for the extensions. 
6. Installations and Explanations: 
1961—1962— 1963 
All plants were new and imported except the nitric acid plant which was second hand plant import. 


Intermediates: 


(a) Nitric Acid Ii—Initial capacity of 42 t/d (21,000 tpa). An UK war surplus second hand plant was available 
as already informed to the Government. 


(b), Sulphuric Acid Concentration—Third, oil fired pot of initial capacity of 30 t/d was added (7500 tpa). 


(c) Third Denitration Tower without ancillaryjcoolers etc. of initial/capacity of less than 10 t/d. This was 
allow repaires of the old Towers and provide a stand by spare. 
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(4) One Ammonium Nitrate spray drying plant was installed and the kettle plant was scrapped. Initiat capacity 


was 8275 tpa (16,500 tpa). 


Explosives: 


(e) 


() 


(8) 


(h) 
@ 


One NAB NG plant was installed as the capacity of the old plant was not sufficient. A plant of safer design 
and of the minimum size available was chosen. This had an initial capacity of 15 t/d (17,000 tpa). 


Talley Mixer— Another Mixer had to be added and this being also a potentially dangerous operation, in the total 
tN oe security standby margin available. Initial capacity was 32°5 t/d of permitted explos.ves 
750 tpa). 


Two DuPont Cartridging machines of initial capacity of 12 t/d each giving an additional capacity of 3600 
tpa from one and other DuPont Cartridging machine for larg> diameter cartridges and to act as in installed 
spare as cartridging is potentially most dangerous operation. 


One Biazzi Powder Cartridging machine of 11 t/d (350) tpa) was added. One more was installed as standby 
spare as cartridging is potentially dangerous operation. 


One Packaging House for Powsex/pemaltted packing of explosives of 9,000 tpa capacity was added, Third 
packing house was needed to cater for the design of the complete new line and isolation of different products 
required in packing Houses. 


Production : 


1961 — 8160 te 
1962 — 13021 te 
1963 — 12482 te 
1964 ~— 14236 te 


Improvement of Productivity : 
General improvem:nt in productivity, was brought about by introducing method study, rationalisation of products 


and incentive schemes. 


These were— 

(a) Sizes of cartridges were increased. 

(b) Product-mix was continuously rationalised to prevent non-productive time. 

(c) Results of Work study were continuously implemsnted leading to better handling of materials and 


i 


better methods. Two packing lines were installed in Packing Houses. 
(d) Work Reward Schemes were given wider applications thereby improving intrinsic availability of machines. 
(©) Technical improvements were brought about by R&D activities in terms of newer formulations etc. 


(f) In many cases effective plant utilisation was incresed from about 250 days p.a. to about 300 days pa. a. 
by better planned maintenance. 


(g) Spares were used. 
(h) All sulphuric acid pots were converted te oil firing. 
(i) All three D.N. Towers were used. 


G) Ammonium Nitrate plant production was increased by replacing with a bigger fan and ductings and 
adding an evaporator set. (25,000 tpa) 


-9. Production : 

1965 — 18765 te 
1966 — 22930,, 
1967 — 22215 ,, 
1968 — 22944 ,, 
1969 — 26875 ,, 
1970 ~— 26338 ,, 


10. 


Application for expansion|Regularisation: 

{a) Our letter of 17-5-1966 applying for 22539 tes capacity. 

(b) Our letter of 25-4-1967 informing 25/26000 tes capacity. 

(c) Our letter of 9-4-1969 applying for 25000 tes capacity. 

(Letter of 22-9-1970 applying for 28,000 tpa and for installing essential standbys. 


11. 


12. 


13, 


14, 


15. 


16. 


17. 
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Improvement by plant modifications to remove bottlenecks and using Standby Equipment: 
Nitric Acid— Ist 

1968 to 15 t}d — Another compressor (7,000 tpa). 

1972 to 20 tid — More air input. (8,800 tpa). 


Nitric Acid— 2nd 

1967 to 45 t/d Another compressor (19,800 tpa). 
1969 to 50 t/d Higher air input (22,000 tpa). 
1972 to 55 t/d Mure Compressors (23,700 tpa). 
Oleum 

1967 to 15 t/d— Separate Drier (40,000 tpa). 


Sulphuric Acid Concentration. 
1971 to 105 tpa— Renovated Pots (32,000 tpa): 


Denitration Tower 
1971— Installation of ancillaries for third tower and improving utilisation (35,000 tpa). 


Ammonium Nitrate 

1970— Installing air cooler (30,000 tpa). 

Explosives 

Improved nitroglycerine plant utilisation’ (37000  tpa). 

Fuller utilisation of spare cartridging machine and improved handling in packing Houses. 


Production : 
1971 — 30054 te 
1972 — 31327 te 


Regularisation of fuller utilisation capacity | 
Letter to task Force of 6-6-72 for regularisation at (28,000 tpa). 


The Year 1973 : 

(a) Talley House Explosion. 

(b) Production— 25,993 tes. 

(c) Rebuilding the Talley House. 

(d) Regularisation of capacities at 28,000 tes. Letter dated 19-11-1973 received from the Government, 


Further Improvements: 

Nitric Acid Ist— 1974 to 23 t/d Improving the converter/mixer (10,000 tpa). 

Nitric Acid IInd— 1974 to 57 t/d Improving pre-heater gas cooler (25,000 tpa). 

Sulphuric Acid Concentration— 1974 Improved availability for explosives production (36,000 tpa) Ammonium 
Nitrate 1974 improving conveyors and steam augmentation (35,000 tpa). 


Standby: 
(a) Application for standby of 25-8-1973, 
(b) Sanction given— Letter of 8-4-1974 allowing installation of standby and operating at 36,000 tpa level. 
(c) Standby installed—October 1974. 

(i) Talley Mixing House. 

(ii) DuPont/Biazzi Cartridging House. 

(ii) Packing House. 
Production: 
1974 31463 tes 
1975 35168 _,, 
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18. Regularisation: 


Application for regularisation at 35,000 tes p.a. has been made dated 2-6-1975. 
Source: The applicant Company. 


Part II: Current and Potential capacites of plants for the manufacture of explosives and semi-products installed by IEL. 





CAPACITIES 
Current Potential 
Intermediates - es . . . . a . a . ee ae et es 
Daily Annual Annual 
(Figures given in brackets are in terms of explosives) 
Nitric Acid I ; 23 tid (10000 tpa) Reached maximum 
Nitric Acid II 57 t/d (25000 tpa) 4 i 
_ (35000 tpa) 
Suprly of Ammonium Nitrate from outside will release nitric acid capacity 
or nitration of glycerine/glycol) - . . ‘ ‘ : . . _ — (42,509 tpa) 
Oleum : : ” ” ” ‘ : “ ‘ . + 15t/d (40,000 tpa) (42,500 tpa) 
Sulphuric Acid Conc.  ~ _ 4 . : . : . . , — (36,000 tpa) ~ 
Another Pot is proposed to be added for debottlenecking _ : : soo. —~ ~ (45,000 tpa) 
Denitration Towers s * ‘ ‘ __ F£ ’ ‘8 . _ (35,000 tpa) (46,000 tpa) 
Ammonium Nitrate + + * + ) *  * 74 + + (17,000 tpa) (35,000 tpa) (37,000 tpa) 
ote a AN will bz procured from outside as no capacity left in the 
NG Plant ee ++ 9,250 tpa) (46,250 tpa) (46,250 tpae 
*Explosives production can be further increased if NG content of explosives is reduced. ae 
Explosives P : ‘ : i 
Talley Mixing Du Pont Cartriaging - ‘ i ‘ : . . (1 t/d) (45,900 tpa) (45,999 tpa) 
4 machines @ ee ee Me 6} (24 tid) (28,800 tpa) 
1 = ,, Standby - : : : ' ; : . : ‘ (7,200 tpa)**(23,89) tpa) 
Biazzi.Cartridging 
2 Machines @ . ‘ ; : . : ‘ : ’ * (15 t/d) (9,000 tpa) 
1 » Standby : é : : : : ‘ (4,500 tpa)**(13,500 tpa) 


"(42,300 tpa) 


**As both machines are in the same building, only one can be operated at a time. 


(i) Gelatines are cartridged in Du Pont machines and permitted, BOS and other powders in Biazzi machines. 
The total capacity of 42,300 tpa is on the basis of present product-mix. 


(ii) Our study reveals that the extra demand on us in the near future will be for powder explosives,where cartridging 
capacity of Biazzi machine is the lowest. Taking into account the chang:d product-mix, the total capacity 
of installed cartridging machines will become as low as (36,300 tpa). Therefore, it will become necessary to 
instal 2 additional Biazzi machines which will make available a total capacity for cartridging of (45,300 tpa) 
inclusive of some standby spare margin in Du Pont machines. 


Packing Houses : . . : : 2 ee df . _ (42,000 tpa) (44,000 tpa) 
Source: The applicant Company. 
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Details relating to the proposed capital cost of the projact 
Part 1:—Break-up of capital cost by items of expenditare 


—— 
Rs. lakhs 





Land. Z : 
2. Plant and Machinery: 
(a) Explosives: 
Explosives Production 
Plants 
Services 7 ‘ . 


Storage of raw risierials and rolling stock Z : F ‘ . 


(b) A/N and Sensitiser; 


Nitric Acid and A/N Plants 
Services for Nitric Acid and A/N 


Tem 


ST a SSP ss 


. ° . . . . e 


Storage of Ammonia and Nitric Acid . : - 5 ‘ 


Ammonia tankers. ; 
Sensitiser Plant with services ‘ 


(c) Explosives storage magazines 


3 ~—- Building and Site Development: 


e . . ° . . ry 


ry . ° o . . ° 


3, (a) Site development including railway siding e e ° e ° 
(b) Buildings and Welfare facilities including housing ee eee 


Grand Total 


Source: — The applicant Company. 


Part II :—-Break-up of capital cost at Gomia and the new site. 


Explosives Production Plants 
(Ftem 2(a) of Part ID 


NG Explosive (Gomia) 


Ingredient Preparation , ©.g. drying and grinding of woodmeal =. ° * . 
Dope preparation, ¢.g, weighing, mixing and sieving : ° A ° . 


Machines for making paper shells (2 off) 
Cartridging Houses with machines (2 off) 


* cy 


Expenses Magazines (2 off) for temporary storage and stripping of waste products . 
SA Pot concentrator for additional load of NG refuse acid A . . é 


Slurry Explosive (New Site) 
Dope preparation, ¢.g., weighing and Sieving 
Mixing and cartridging of explosive (2 off) 


« . e e . * J 


Houses and facilities for packing of explosives (2 off) 


Expense Magazine (1 off) . 


. 


100 


219 
105 
46 


370 


300 
190 
70 





20 
1015 1015 


70 
130 


ae 


200 © 200 





° * 1350 





























Item Rs. lakhs 
Storage of Raw materials and folling stock 
(Item 2(a) of Part I) 
NG Explosives (Gomia) 
Storage of mixed acid and sulphuric acid. . “ : ‘ ‘ : : 6 
Material movement and transport, e.g., greenbats, ‘iciaeiine sid: 4 ‘ - é é 10 
16 
Slurry Explosives (New site) 
Storage of raw and maintenance materials . ‘ : 3 ‘ F * : < 8 
BE.O. Tanker and storage of sensitiser . ar - ing . ‘ . A z i : 8 
Material Movement and transport, ¢.g. tractor-trailer, etc. . P, F 3 ‘ ; - 14 
Total : 5 ‘ f 46 
Services for Explosives 
(item 2 (a) of Part D 
New Site 
Electricity . . . i ‘ 7 . : . e . . . - . 22 
‘Steam « - « ‘ ‘ ‘ ° r " ‘ F 5 ; . ‘ 10 
Water E . ‘ ‘ é . . ; ° a ‘ . . 12 
Laboratory including teating station . 4 i 1 3 ‘ A , F ; - 20 
Workshop. ‘ . ar ‘ ; ; 3 . : . . F 30 
Effluent treatment ke . . * b i : , . : Z < ; 05 
99 
Gomia 
Electricity . .- «6 « . » ae ad ae. . : . ‘ : 6 
. Total 7 : . F p 105 
Nitric acid and Ammonium 
Nitrate Plants (Item 2(b) of part I) 
Nitric acid palnt with storage of nitric acid : é ‘ ‘ A : . - 210 
Ammonium nitrate plant with storage of ammonium hie . : F P ‘ . 90 
Total . ww 300 
Servicing for Nitric Acid and Ammonium Nitrate 
(Item 2() of Part I) 
Water supply with colling towers , : ‘ : ‘: ; ; : : : j 60 
Electric power supply : . . ith a , ; A : F ; et ee 80 
Boiler and coal handling . . . 5 ‘ i ; : ‘ , ‘ . 30 
Ammonia off-loanding a : ase, 1% F ; - 4G 5 ‘ : 10 
Effluent treatment . : P : : és : , é : ‘ F < ‘ 10 
Total . . . 190 


eR st RN 


Source: The applicant Company. 
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APPENIDX X 
Projections of Demand for Explosives from non-mining setors for 1978-79 as prepared by TEL 
Part I—Basis of Projections 


Non-Mining Sector: Estimate of Explosives demand 1978-79 and 1983-84. 


The basis of our estima‘e of demand in the non-mining sector has been the integretion of the past trend of 
explosives demand, Government's, plan for harnessing hydel reso-wces/irrigation potential and the infia-structural growth, 
such as road construction, transport, etc., envisaged in the Fifth Plan. 


The non-mining sector has been devided into the following categories : 
DGBR 
Hydel Projects, 
Minor Irrigation/well sinking 
Roads and Railways 
Seismic and Harbour Projects and new applications. 


DGBR 
The cemand of ex: losives is based on information collec’ed by us from discussions with DGBR Headquarters. 
The demand in the past. had been varying from 1890-200u torines, 


We have made a provision cf 2000 tonnes in our estimate for 1978-79 and 1983-84. 


Hydel Projects 


_ The details of project-wise requirements as given in Part II have been worked out on the basis of detailed dis- 
cussions with the Ministry of Ir iga ion and Power. but in our Annexure VII a‘tacred to our note on Supply & Denand* 
we have taken a lower figure for 1976-77 and 1977-78 as the imislementa‘ion of a number of projects has been delayed 
due to lack of funds. Project-wise requirements for 1978-79 are ‘about 5000 tonnes. 


Minor Irrigation[well sinking 

_, It has been estima‘ed in the Fifth Five Year Plan that about 67 million hectare metres of surface water and 2.5 
million hectares metres of ground wa‘er po’en ial for irrigation exists in the coun.ry. The development of irrigation 
from these sources, actual upto 73/74 and targeted for 78/79, is as follows: 





68-69 73-74 78-79 





(million hectares) 





1. Surface Water . . ; . . ; : 24 27.1 34.8 

; (a) Major and medium. : ‘ , . . 17 19.6 25.8 
(b) Minor ; : : ‘ ‘ : : 7 7.5 9.0 

2. Ground Water : ‘ : . : ' , 12 16.0 20.5 
36 43.1 55.3 





The ground wa’‘er resources is mostly tapped by wells—either tube-wells or ordinary wells, the latter requiring 
extensive usage of explosives in areas where the surface is rocky. In Eastern India and U.P, where the water table is high 
the depth of wells generally does not extend below the top alluvial soil and, therefore, no explosive is used fc1 digging 
wells; whe:eas in South and West of India. including Rajasthan and M.P., the wa‘er table being compara'ively very low 
and the ground being rocky, well sinking is predominantly done by using explosives. The entire demand for explosives 
for well sinking is, therefore, concentra‘ed in South and West India. Further not only new wells are dug from time to 
time , but owing to fluctuation in the level of wa‘er table, the exis.ing wells have to be also progressively deepened. To 
give an idea of the scale of operaiion, for example, in South India there are arcund 18 lac wells and about 1000 
compressors have been deployed by public/priv: te agencie. for duillng of short holes apart from considerabie ‘number 
of holes drilled manually. 

An in-depth survey of the well sinking activity in the South and West has been carried out, and based on our 
assessment together with Government plans for harnessing ground water resources, the details of estimate of demand 
are given in Part III. In addition to this, there is the demand for minor irrigation schemes for tapping surface water. 


vin ig Total demand for explosives on the basis works out to 8,300-tonnes in 78-79 increasing upto 12,000 tonnes 
In OF. , P 


*Part VIL , Appendix IX 
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Reads and Railways 


D»tails of the Roads and Railways route lengths as estimated in the Five-Year Plans have been taken as the 
basis for determining the demand for explosives for 1978-79. The explosives usage for these end-uses have beer. esti- 
mated and using these factors the demand is expected to grow from the current leyel of 2600 tonnes to 3000 tonnes in 
1978-79. 


Seismic and Harbour Projects and New applications 


The current consumption is about 500 tonnes. Considering the increased emphasis on oil exploration and deve- 
lopment of harbours for increasing exports, we estima‘e that the demand of explosives in this sector would grow to at 
least tonnes by 1978-79. It may be noted that the demand ‘could be substantially higher than 1000 tonnes if applica ion 
of explosives in agriculture and reclamation of land, metal cladding, etc, for which there is vast po‘eniial, start 


picking up. 


The toal demand for explosives in the non-mining sector is thus estimated to grow from 13,000 tonnes in 
1974-75 to 19,000 tonnes in 1978-79. 


Demand for Explosives by 1983-84 
In the Sixth Plan period, the thrust of infra-structural growth is expected to be sustained at the Fifth Plan level, 


and this ra‘¢e of growth in the demand by the non-mining sector will result in an increase from 19,000 tonnes in 1978-79 
to 31,000 tonnes by 1983-84. If, however, the rate of development is stepped up, this tonnage could increase. 


Part Il—Requirement of Explosive for Irrigation and Power Projects 1976-77 to 1978-79 


(tonnes) 





oe Name of the State/Project : 1976-77 © 1977-78 1978-79 
5 ‘ ; 


eer TT TRA 
Andhra Pradesh 





1. Mehadrigedda Reservoir Scheme - -° . - te 
2. Thandave Project * * + * + ws ee 20. * 
3. Vamsadhere Project + © + + *% jee 12-40. 12-40 1240 
4. Somasila Project - fo. age : ; gf tS A, hy : 4-00 4-00 2-00 
§. TBPHLC Circle Anantapur - + * 5 + ss 1:20 1:20 
6. Wanengal Circle - 7 . 7 : c i L 7 . 0-03 ‘6 a 
7. Vijayawada Circle - : ; . : = : i : 2°00 2:00 2°00 
8. Nizamabad Circle - ‘ 7 . ' J : p : 2-00 2°00 2°00 
9. Srisailam ‘ a . ‘ 7 ‘ ‘ . : . 80-00 40°00 oe 
10. Lower Sileru . . . . ’ + 2 . ; 65°25. 65°25 65+ 25 
11. Upper Sileru : : : : wo oss : ; : 20:10. . 20°10 20°10 
12. Vijayawada Thermal Scheme ° . ss : a er 15°10. . 1§+10 15°10 
13. Kothugudam Thermal Scheme . “4 ” ‘ . ; 20°10. 20:10 . 20°10 
14. TBP HLC Scheme . 2 : ses ‘ “ 2:40 1°20 0°10 
15. Pochamped Project ‘ . . . . = soe ge 600: 00. 400-00 .- 400-00 
16. Rest . : : ‘ : . . : . : 1000-00. 1000-00 1000-00 
, TOTAL ° 1926: 58 1583-35 1739-05 
Assam S E Board 
1. Kyrdem Kulai Hydel Project - . : . . . : 27°00 ae Ax 
2. Lower Umiam Umkhan H. Project ‘ fF nae . ca 160-00 80:00 40:00 
3. Kopli Hydel Project . ‘ ‘ ‘ . . . ‘ 28-00 84-00 112-00 
4. Borgoisi Bongaigaon Chanderpur Extn. - rs 8 : : 2:50 2°50 1°50 
TOTAL , 217'50 166°50 153+ 50 


Himachal Pradesh 


1. Bhababa Project +  - - + + + “# + s 115-00 115-00 _ 105-00 
2. Giri Hydro Electricity Project - 3 . ee Oe, st Se. : os , : 
3. BaireSuilH EB Project + + + 9+ + + + | 250-00 a 


ToTAL 365-00 115-00 105-00 


‘ 
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(tonnes) 


St. Namz of State/Project 1976—77 1977—78 1978—79 
O- 


Se ee ee ag oe a A a 





Punjab 
1, Beas Project 
Kerala 
1. Kerala State Electricity Board . : : , 7 200: 00 255-00 305-00 
Karnataka Electricity Board : : 
Karnataka Power Corporation 
1. Kalinadi Stage I - . . ‘ : , . : : 1603-00 1350-00 1180-00 
2 Varahi . . . . . . . . . . 800- 00 600- 00 200-00 
3. Bedthi : . : . , , ' . . 800-00 600: 00 200-00 
4; Linganamakki Dam, Power House - . : . . . A 3 
5. Sheravathi Tail Race . : : : : . : . 300: 00 200: 00 
6. Kalinadi Stage 1 - : ss : : , : , : - 250-00 300-00 100: 00 
coe he a SS a 
TOTAL i 3753-00 3050-00 1680-00 
a ee 
Tamil Nadu : 


1. Parambikulam Aliyar Project a onE : . : : 62°50 62:50 son 
2. ‘Thandari Anicut - . . ‘ . . ‘ . i . 

3. Parandalar & Project - ‘ 
4 


. Karuppanadhi . ‘ : ¢ : ‘ 
Tort =. S«2SD.S~S*~*~*«~SCS SOOO 
Maharashtra ee a 
1. Koradi Phase II - : : : ; i : Bs as 
2. Koradi Phase II - . : : 3 r f : 10:00 x 
3. Bhusawal Thermal Power Extn, = - : : : ' . 5-00 2 50 
4. Nasik Thermal Power Extn. - ‘ : ‘ 5 ° 2° 50 ats 
5. PenchHEProject ~° °° ssw 4 210-00 210-00 210-00 
Home =. 227-50~~S~S~«SO COG 
Government of Maharashtra, J & P Degertment Pg, Oe Se an gee eg a eae 
6. Vaitarna H.E. Project - . : : . ba ; 
7. Upper Godavari - . ° ; 7 ’ i. : 39: 00° 10° 00 * 
8. Hatnur ° . . . . . . . . . 22-00 . ro 
9. Penzara Project - o : : : : . fe 
10. Anu Project . . ‘ > . $ : : : 50-00 2 
11. Suki Project a ee ee ee 5+00 , 7 
12. Bori Project ee a a a a 5-00 8 2 
13. Burei Project : : : : : : . : 25°00 0 
14. Jamkheda Project . . a i , ’ 25-00 2-00 
15. Rangavali Project - . : ‘ : . : ‘ : 10-00 8-00 
16, Lower Tapi - , ‘ : : ; : : : : 50-00 50:00 75-00 
17. Raigaon . . . . . . . . . . 15-00 20-00 
18. Haranbari Project . : : . : . : . 0-50 & i 
TOTAL . 246: 50 90-00 75-00 
UP 
1. U.P. State Electricity aie : : . . : > . 25°00 16°00 10°00 
2. Rajghat Dam : : ‘ ° ° : ‘ Me Re 75-00 
3. Yamuna Dam : : ‘ : ' * E es iy 
4. TeriDam © - + 5 + + eee, 574+ 50 527-00 517-00 
5. Irrigation Works Circle Nainital - : : ‘ : . 30-00 . 3°60 3-60 


TOTAL : 602: 50 346-00 605-60 


j: EY apt Ae ANREP SA 
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ay Name of State/Project 1976—77 1977—78 1978-79 
ee . 
Orissa 
1. Anandapur Barrage 8-00 8-00 8-00 
2. Derjang 
3. Godahado - + - +» ©. ie Rg a 
4. Pitamahal . . . 
5. Uttai ‘i 
6, Baghua , 
7. Babuka Sa a . 
8 Ong 5-00 3-00 2°00 
9. Sundar 3°00 1-50 2-00 
10. Saipala : ’ . . . . . 3:00 . ve 
11. Kala . . 3°00 2:00 o 
12. Dadraghati - . 3-00 1-00 oy 
13. Ramiala ole 5-00 3-00 2-00 
14, Khadkai . . 3-00 2:00 1°00 
15. Ramal . . ’ F 3-00 1-00 1:00 
16. Sunel . : : : ‘ © r 3 3-00 1°50 1-50 
17, Ramanadi_- ' . . : ° . 2-00 oe af 
18. Daha se : 2:00 1-00 1-00 
19. Aunli oe ee la? oS . 1-00 1-00 1-00 
20. Nesa 2°00 i 
21. Pilasalki 4:00 1°00 
22. Mahanadi Delta : Le .- 
23. Balimula Dam 3-00 3-00 5:00 
24, Talchar Power Station 7°00 ny 
25. Rengali 250: 00 
TOTAL 66-00 31-00 273-50 
Bengal/Bihar 
Damodar Valley Corporation 
1. Subarnarekha Hydel Project - 
Jammu and Kashmir 
1. Jammu & Kashmir Power Department . 
2. Salal Hydel Project . . ' : 2 200-00 
_ TOTAL 3 200: 00 
Panjab 
1. Punjab Estate Electricity Board 8°26 4°13 


Manipur 
1. Loktak Hydro Electric Project . 
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Part--iV Explosives Requirements 
Roads & Railways 


68-69 73-74 78-79 83-84 








(a) Roads 
Total length of Surface Roads, by end of plan period in ’000 Kms. 389 450 550 750 
Total road length added during plan period in’000 Kms —. : 61 100 200 
Av Construction/year in ‘000 Kms. : ; : : ‘ 12.2 20 40 
Requirements of explosives 120 @ t/’000 kms (tonnes) . : : (a) 1464 2400 4800 
(b) Railways 
Total route length by end of plan periods (Km) es ‘ ; §9600 61000 62500 65000 
Total route length added during plan periods (Km) . : : 1400 1500 2500 
Av construction/year (Km) : ; ; ; ‘ : F 280 300 500 
Requirements of explosives @ 200 t/100 kms (tonnes) . : ‘ (b) 560 600 1000 
Total explosives requirements Roads & Railways - ; : 2024 3000 5800 
(a+b) © P ; : : ‘ : F ‘ ; : or 2000 3000 6000 
(73-74) (78-79) (83-84) 
Noate— 


(i) ‘Figures for 83-84 are extrapolated. 


(ii) Explosives required for the construction of underground Tube Railways in Metropolitan cities viz., Delhi, 
Bombay and Madras, have not been taken into account, and if these projects are undertaken, about 200 tonnes 
year may be needed. 

(iii) For Road and Railways, blasting ratio has been calculated on the basis of actual figures available for 73-74. 

For construction of Roads and Railways, *xplosives are consumed for the following operations: 
(a) Rock cutting for grading. 

(b) For quarrying stone, needed for rubble, metal and chips for soling. 

(cj For tunnelling wherever necessary. 


Source : The applicant Company 
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No. 1/31/75-M(Q) 
GOVERNMENT oF INDIA 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 


BEFORE THE CENTRAL GOVERNMENT 


In the matter of an application under Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969; 


AND 


In the ma‘ter of a proposal of M/s. Indian Explosives Limited fo1 the establishment of a new 
undertaking for the manufacture of Industrial Explosives. 


Indian’ Explosives Limited (hereinafter referred to as the ‘applicant company’) gave a Notice 
under Section 21 of the Monopolies and Restrictive Trade Practices Act, 1969 (hereinafter r-ferred 
to as the ‘Act’) for effecting substantial expansion by the manufacture of 15,000 tonnes per annum 
of Indus trial Explosives. The proposal is to be implemented by a new undertaking to be set up in 
Madhya Pradesh. As the proposal of the applicant company rclatcs to se‘ting up a new unit, its 
Notice under Section 21 of the Act has been treated as an applica‘ion under Section 22 of the said 
Act. The cost of the project has becn estimated at Rs. 13-50 crores (Land - 1 crore: Buildings etc. | 
Rs. 2 crores and Plant and Machinery— Rs. 10-50 crores) which is proposed to be financed through 
internal cash generation from depreciation and retained profits. 


2. The applicant company was registered) on 23-10-70 under Section (20a)(ii) of the Act. 
60% of its equity capital is held by non-resident shareholders including 51% controlled by ICI (U.K.). 


3. The applicant company advertised the proposal in accordance with the prescribed pro- 
cedure and three ubj ctions were received against the proposal of the applicant ccmpany from IDL 
Chemicals Limited, Shri R. Srinivasan, Hyderabad and Narendra Explosives Limited. 


4. On the basis of the information available, the Central Government came to the conclusion 
that no order under Section 22(3)(a) of (he Act would be made in this case without further enquiry. 
Accordingly, in exercise of the power conferred by clause (b) of sub-section (6) of Section 22 of the 
Act, the Central Government referred the proposal of the applicant company to the MRTP Cum- 
mission (hereinafter referred to as the ‘Commission’) for further enquiry and report. 


5. Inits Report, the Commission has recommended rejection of the proposal of the applicant 
company keeping in view its dominant position, its past behaviour in setting up higher capacity com- 
pared to the installed capacity permitted and subsequently getting it regularised and the need to 

_ bring about healthy competition through new intending entrepreneurs both.from public and private 
sectors, A copy of the Commissicn Report da‘ed 30-7-76 was supplied to the applicant company 
and to the objectors who had disclosed their interest before the Central Government and the Com- 
mission. ; 


6. A, hearing in terms of Section 29 of the Act, was given to the applicant company and to 
the objectors on the 2ist February, 1977. Besides, the applicant company, the representatives of 
the following objectors attended the hearing : 


(1) M/s. IDL Chemicals Limited. 

(2) M/s. Indo-Burma Petroleum Co. Ltd. 

(3) Fertilizers Corporation of India Ltd. 

(4) Narendra Explosives Ltd. 

The representatives of the applicant company stated that the company was in a position to 
put the plant within the time schedule stated by them in their application. They stated that they 


had strong reserva'ions regarding some of observations reflected in tte Commission’s report. The 
Tepresentatives of the applicant company refuted the allegation made in the Commission’s Report 
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that the:applicant company. had skilfully utilised. stand-by capacity unde1 the guide of fuller utilisation’ 
and subsequen.ly presented a fait accompli to the Government for regular.sation of such capacity 
and explained in detai] the gradual phases through which the applicgnt company had expanded such 
capacity by obtaining the necessary approvals from time to time. They also refuted the allegation 
regatding unreasonable prices leading to huge profits thereby 1e3uliing in higher tepatriation and 
contended that the profitability of the applicant company had not been high as compared with other 
companies in India and overseas and that the company’s prices of explosives compared favourably 
with similar products in the countries. abroad. Wi.h regard to the Commission’s observations on 
the high project cost, they submiited that their entire estimate was subject to DGTD scrutiny and 
their proposal was for an integrated scheme; thsir project was a much bigger one which will cover 
housing and welfare cosis and in case these cost considera’ions were included in the prujsct cost esti- 
mates for other proposals also, there may not be much of a variance in the total cost. Regarding 
the share of the applicant company in the explosives market, the representatives stated that it would 
come down p‘ogressively as new projects were being sanciioned. As regards export promotion be- 
nefits, they stated that they have not earned any such benefits; the actual earnings in foreign exchange 
was however, not high as a majoi part of the realisation was eaten away in the high freight cost, 
They stated that there was no such export performance by the other producers. 


7. The representatives of the objector company, IDL Chemicals Limited, stated that to their 
knowledge incentives are given on exports of explosives and that they have not been able to achieve 
any succss on the export front due to the under-cutiing piaciices adopted by the applicant company 
in the overseas markets. They further stated that their progress has been slow primarily because 
of the unfair competition which they have to face wth giants like the applicant company. With 
1egard to demand projections of slurry explosives, they explained that it was a new concept in the 
ficld of explosives and they have to face customer resistance. They agreed wiih the Commission’s 
observation that the applicant company produced much more thaa ih: licensed capaci.y and pie- 
sented a fait accompii fur regularisa ion. \ They illustrated \hat wih regard to detonators the appli- 
cant company was specifically required not to exceed the produc ioa beyond 40 milliun but it had 
produced 53 million and later requested ihe Government fui regualrsa.iun cf this capacity. The 
representative of the objector company, Indo-Burma Petruleum Co. Ltmited stated that in view of 
the scaling down of the demana estimates foi coal and other minerals, unere was not much scope for 
creation of additional capacity in this ficld. |He further stated that thc1e was no justification for the 
establishment of a second plant in Madhya Pradesh as their plant was capable of taking care of the 
requirements of the State. He stated that they had already made satisfactory progress in setting up 
the first plant which wiil be completed by the middle of 1977. The dominance of the applicant com- 
pany, he stated, was a big obstacle to new entrants. In order to ensure healthy compe.i.ion, it was 
necessaty that they may also be allowed a rcasonable share in the production of explosives. They 
further pointed out that in the case of their plant, the foreign exchange requirement will be much 
smaller. As regatds technology, he stated that the technulogy suggvsied by ‘he applicant company 
has not been tried in the country earlier. He further mentioned that Indo-Burma Petroleum Co. 
Lid. would be prepared to pass on its technology to others wko were later allowed by the Govern- 
ment to enter this field. The representatives of the Fertilizer Corpora‘ion of [India stated that they 
were pre-dominant in the feriilizer field and were initiated into the ficld of explosives at the instance 
of the Department of Coal and the Planning Commission and that the raw material and the technology 
were available withthem. They stated that within the next 6 months or so, thcy will be able to make 
a firm investment decision and thcy desired that a room should be kept for them. The representa‘ ives 
of Narendra Explosives Ltd. stated that the applicant company was enjoying a dominant position 
and in view of the fact that there was no scope fur further crea iun of capa.ity ia this fisld, the appli- 
cant company should not be allowed any further expansion. On slurry technology, they said that 
the technology developed indigenously by IDL Chemicals was perfect in every respect and there was 
no necessity to import a new technology. 


8. The Central Government has carefully considesed the report made by the Monopolies & 
Restrictive Trade Practices Commission, the submissions made by the applicant company and the 
objectors at the heating. The present licensed/installed capacily and the capacity covered by the 
letters of intent which is likely to come up, is 1,16,500 tonnes. An additional capacity of 20,000 
tonnes of explosives is covered by the proposal of M/s. Chowgule & Company Pvt. L.d. which is 
sepatately being considered by the Government. The Monopolies and Restrictive Trade Prastices 
Commiss‘on had estimated the demand at 80,000 tonnes by 1978-79 and 1,40,000 tonnes by 1983-84 

uiring an installed capacity of 1,00,000 and 1,75,000 tonnes respectively on the basis of 80% 
utilisation of capacity. The demang estimates made by the Commission would require considerable 
scaling down and the gap between demand and supply projection by the Commission for the latter 
period of 6th Plan was likely to be substantially reducod. It is not, therefore, necessary for the pre- 
gent to create any further capacity in this field. For these reasons, as also for the reasons mentioned 
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by the Moriopolies and Restrictive Trade Commission in its Report, the Central Government is of 
the view that it is not expedient in public interest to accord approval to the proposal of the applicant 
company and that it should be rejected. ome 


ORDER 


The Central Government, in exercise of its powers in clause (c) of sub-section (3) of Section 
22 of the Monopolies & Restrictive Trade Practiczs Act, 1969, herby rejects the proposal cf Indian 
Explosives Limited for the establishment of a new undertaking for the manufacture of Industrial 
Explosives as contained in its application dated the 3]st August, 1974 under Section 22 of the Act. © 


(Sd.) 
M.K. KUKREJA, 
Joint Secretary to the Govt. of India 


New DE.uiI, 
the 28th February, 1977. 


REPORT UNDER SECTION 22(3) (b) OF THE MONOPOLIES AND 
RESTRICTIVE TRADE PRACTICES ACT, 1969, IN THE CASE 
OF KAMANI TUBES PRIVATE LIMITED, BOMBAY. 


$53. 
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No. 1(27)-Enq/72 


Report under Section 22(3)(b) of the Monopolies and Restrictive Trade Practices Act, 
1969-—M/s. Kamani Tubes Private Limited, Bombay 


Introduction 


1, The Government of India, Department of Company Affairs, New Delhi referred the appli- 
cation filed by M/s. Kamani Tubes Private Limited relating to its scheme for manufacutre of Mineral 
Insulated Cables (hereinafter referred to as MIC) for enquiry and report. The company has sub- 
mitted its application under Section 21 of the Monopolies and Restrictive Trade Practices Act 1969, 
but the reference to the Commission was made under Section 22 presumably on the ground that the 
scheme submitted did not amount to substantial expansion and therefore Section 21 would not be 
applicable. In the Department’s forwarding letter, it was mentioned that the provisions of Section 
23(4) would also be attracted and the Commission may consider this aspect also in this case and that 
applicant was being requested to make a formal application under that section also. However, no 
reference under section 23 has been made to the Commission. Hence this report is being made 
with reference to the provisions of Section 22 only.. 


Proposal 


2. The company’s proposal is to undertake the manufacuture of 3,800 K.Ms. of MIC by 
purchasing the assets (including land, building, plant and machinery) of M/s. Pyrotenax India Ltd., 
Poona, which is now under voluntary liquidation. The estimated outlay on this acquisition (inclu- 
ding that on capital assets) has been worked out at Rs. 49-35 lakhs as under:— 








SI.No. Item ’Rs. in lakhs 

1. Land -: . : : . : . : . . : : . 3-24 } (to be purchased 
2. Building - . : . . : ' : : : . . : 9°36 }from M/s. Pyro- 
3. Plant and Machinery : . , : : 3 : ‘ : . 23-40 J tenax India Ltd. 
4. Furniture and Fixture and vehicles - : . : : . ss 1°86 

5. Pre-operative expenses : . ’ . ; . . ES” ost 0-35 

6. Margin for working capital ‘ . . . : : : : : 11-14 

49:35 





The purchase consideration has been fixed)at Rs. 36-00 lakhs. The agreement of sale dated 
2nd May 1972 shows that the book value of the assets on the date of the agreement proposed to 
be acquired by the applicant was Rs. 55,91,740. 


Scheme of Finance 


3. The estimated outlay worth Rs. 49-35 lakhs enumerated earlier is proposed to be met 
from the following sources :— 


(a) Rs. 13-35 lakhs by depreciation and cash generation. 

(b) Rs. 36 lakhs by borrowings from the financial institutions. 

The company has given detailed projections and from these it appears that it will be in a posi- 
tion tc spare Rs. 13-35 lakhs for the purposes of this project. 


‘ 


The applicant company is not in favour of expanding its equity capital for meeting the balance 
of Rs. 36 lakhs on the following grounds:— 


(i) The cash generation of the company based on past experience is expected to be sufficient 
to take care of repayment of medium term loans. 


(ii) Assets to be taken over are not large enough to justify the issue of fresh capital. 


"3357 
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The Applicant Company 


4. The 13th Annual Report of the company relates to the accounting year onde on 3ist 
December 1971. Its main business has been manufacture of brass and copper solid/hollow rods, 
sections, pipes and tubes. Sales for the year ending on 31st December 1971, were of the order of 
Rs. 4°45 crores. Besides this, it received a sum of Rs. 40-00 lakhs from conversion charges also. 


5. Its capital on 31st December 1971, consisted of 4,80,000 equity shares of Rs. 10 each fully 
paid up The initial capital was Rs. 20,00,000 consisting of 4000 8% (free of income tax) cumulative 
redeemable preference shares of Rs. 100 each fully paid and 1,60,000 equity shares of Rs. 10 each 
fully paid. The preference shares have since been redeemed. The equity capital of 1,60,000 shares 
was raised to 4,80,000 by issue of 3,20,000 shares of Rs. 10 each as bonus shares. The first issue of 
bonus shares amounting to Rs. 16-00 lakhs was made during the year 1966 and the second of the 
same amount in the year 1969. The companv seems to have resolved at one of its meetings to issue 
further bonus shares in the ratio of 1:1. The necessary application in this behalf has already been 
made to the Controller of Capital Issues and it is reportedt to be awaiting clearance. 


Dividend 


6. The dividends declared by the applicant company during the last 3 years have been as 
under : ‘ 





Year ended 31-12-1971 . ay : . . : . . : ; 1% 
Year ended 31-12-1970 i Tp Ll | =), a roe EH 
Year ended 31-12-1969 ss as ea es . . . : ‘ : - 15% * 





(*Interim—No final dividend was declared) 


Shareholding Pattern 


7. The applicant belongs to the Kamani Group and as on 12th September 1972, there were 
34 persons holding more than 1% shares. The break-up of the shareholders is given below:— 





Name No. of equity shares Percentage to the 
held total capital 
1. Foreigners 
(a) Yorkshire Imperial Metal Ltd., Leeds. England - =~ > > 20,010 . 
(b) Industrial Investments Ltd., Spielhof, Glarus . : ’ : . 14,985 31 
34995. 
2, Kamani Group ; 
(a) Kamani Directors & Relatives of Directors etc. - ‘ . : '  3,91,499 816 
| 426,494 ——~OSSSSOS*~*~*~« ND 
3. Others® © © 53,506 tel 


Grand Total - . se . - 4 - + + -4,80,000 100-0 


* having a share of less than 1% of the equity. These also include some members of Kamani family 


Interconnected Undertakings 


8. The applicant company has admitted interconenection with 23 companies/firms of the 
Kamani Group. The total value of the assets of the 23 Undertakings (including the applicant) 
but excluding M/s Kamani Services Private Ltd., Bombay, on the date of application was Re. 4686 
lakhs. Details furnished show that 7 of the 23 interconnected undettaknings are engaged in the 
manufacturing processes like manufacture of reclaimed rubber, zinc oxide, deyes , copper rods and 
conductors, strips, industrial and watch jewels and electricity meters. The other 16 are working 
as merchants, traders, property owners, investors, exporters and importers. 
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Maia line of the applicant Company’s business 


9. As stated earlier, the compaay is engigsd in manufacture of seamless solid drawn 
copper and ccpper base alloy tubes and extruded solid copper and brass rods and sections. Produc- 
tion of these items during the past few years has been as below: 











Year Actval annual production in MT 
Brass/copper Hollows — Brass/Copper Solids Total 

pipes and tubes ° ' Rods and Sections 
1965 . 2 ; \ : ‘ 874 1,806 2,680 
1967 . : . . . : 431 2,005 2,436 
1968 : . . : . : 535 1,939 2,474 
1969 : . . . : . 966 2,803 3,769 
97+ 6 Fee 1,090 2,735 3,825 
1971 : . . : : . 1,180 2,695 3,927 








eed 


Installed capacity in the year 1971 in respect of (i) pipes and tubes, and (ii) solid rods and 
sections was 3000 and 3250 M. Tons respectively. From the above figures it would be noticed 
that the capacity utilisation has been very low in the case of hollow pipes and tubes. It was only 
39% in the said year. In solid rods and sections also the company had an unutilised capacity of 
nearly 555 tons. 


Management 


10. The company has furnished a detailed organisational chart. At the apex there is 
a Board of Directors. The Chairmin of the Board presides over the meetings of the Board of Direc- 
tors, which are held from time to time. The Board of Directors exercised the authority delegated 
to them by the Memorandum and Articles of Association and the Companies Act. Normally all 
policy matters are decided by the Board and are implemented through the chief executive. Under 
the chief executive there are following senior officers : 


@) Finance Manager 

(ii) Quality Control Manager 
(iti) Technical Servicos Manager 
(iv) Works Manager 

(v) Marketing Manager 

(vi) Personnel Manager 
(vii) Commercial Manager 


Information about the company whose assets are proposed to be acquired, f.e.: Pyrotenax India Ltd. 
Poona (ander liquidation) 


il. This company was incorporated on 7th July, 1962, and the Certificate of commencement 
of business was obtained on 27th July of the same year. It was incorporated with an authorised 
capital of Rs. 60 lakhs consisting of 60,000 equity shares of Rs. 100 each. The issued capital of the 
company was Rs. 55 lakhs on 31st December, 1970, comprising of 55,000 equity shares of Rs. 100 
fully paid. The subscribed capital was however, Rs. 54,86,750 the balance of Rs. 13,250 representitg 
calls in arrears. 


Shareholdings 


12. The following are the shareholders of the company who are holding more than 1% of 
the total share capital : 


Name of the shareholders No. of shares —— Percentage of total 
(i) Western Insulated Cables Ltd., Bombay-1 ~- . : ‘ 975 1:8 
(ii) Indian Cable Company Ltd., Calcutta-1 . . : . 5,500 10-0 


(iii) New Great Insurance Co. of India Ltd., Bombay-20 —- : 635 1-2 
(iv) Pyrotenax Ltd., England = - . : . , . 27,500 50-0 
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Capacity and Working Results 


13. The company was granted an industrial licence (No. L/5(6)-29/EEI/61 dated 12th May, 
1961 as amended by letter No. 3/28/60-L/EEI dated 21st June, 1962) for a capacity of 2400 miles 
(3862 Kms) of MIC cable on two shift basis. 


Setting up of the Plant and commencement of production, etc. 


14. In the year, 1962 the company entered into two agreements with M/s. Pyrotenax Ltd., 
U.K. Both these agreements were executed on 26th November, 1962. Pursuant to the first agree- 
ment, technical know how and information was delivered in the U.K. to one of the directors of the 
company. The second agreement related to supply of plant, machinery and equipment. The com- 
pany’s factory was set up at Kirkee near Poona and construction was started in the year 1963. After 
some teething troubles, production on a commercial scale was started in March 1966. 


15. Fronr the very beginning the company could not utilise its sanctioned capacity to any 
significant extent. The unutilised capacity in the years 1967 to 1970 was as under: 





Year : Kilometers 
1967 |: : : : : ; : 3624 
1968 . ; : : ; . F 3685 
1969 : . . . . . . 3810 
1970 . . : ' . , : 5680 
1971 . : . . . , . 3785 


The position regarding sales has been as below: 


Year Total sales (figures in Rs. lakhs) 
1966 : : : , ‘ . ’ 5.93 
1967 6 17:24 
1968 : . : : . : a ae 
1 969 . . . . . . . 6 7 06 
1970 : . . : : . : 13.67 





During the year 1971, only 77 K.Ms of cables (worth Rs. 6:65 lakhs) were manufactured. 


Sales arrangements 


16. The company had appointed M/s. Bombay Company Pvt. Ltd., as its sole selling agents 
in March 1965. This was a sister concern of M/s Pyrotenax Ltd., M/s Bombay Company Pvt. Ltd., 
were also the sole selling agents of Pyrotenax Ltd., (U.K.) in India. The sole selling agents worked 
for the company upto May 1969, thereafter, the company marketed its own products. 


Exports 

17. Though the company could not reach anywhere near its full capacity, it could sell some 
of its manufactured products to U.K., Japan and New Zealand against the orders secured by its colla- 
borators. The percentage of production exported since the starting of the factory (yearwise) was 
as below:— 


Year Total output Total value Percentage of export 
. of ex-ports total output 





Rs. Rs. 
1970 a ee 13,64,458 3,63,959 26.6% 
1971 i en ne 6,64,546 2,43,721 36-6% 
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Other important points concerning the company 


18. The Commission made an effort to examine why this company, which was established 
on the basis of collaboration with a reputed British firm and organised as its subsidiary, came into 
difficulties within a short period. It appears that the decision to establish production in India was 
taken by the British company in view of the fact that they had already established the possibility of 
marketing mineral insulated cables in India, and it was felt that, with furthcr industrialisaticn, the 
demand for the product would substantially increase. As the knowhow was going to be provi- 
ded by the British firm, a world leader in the manufacture cf this product, it was felt that the product 
would be established in the Indian market soon and that it would even be possible to develop exports. 
Marketing of the the product was already organised by an associate company, viz., M/s. Bombay 
Company (P) Ltd., which had aleady taken a lead in attempting to establish a market for the pro- 
duct in India. It does not appear that any formal survey of demand was made. But it was obviously 
expected by the promoters that the entire production would have a ready market within a short 
time. 


19. The company had to rely on imported raw materials to the extent of about 70% of the 
total value of raw materials required. This was unaerstood when the industrial licence was granted 
and there appears to have’ been no difficulty regarding the grant of import licsnces for raw materials. 
The company had also expected to develop indigenous sources of raw materials in course of time 
and an attempt had becn made by the company during its brief operating life to obtain some of the 
materials from M/s. Indian Aluminium Company, Alwaye, Kerala. 


20. It has not been possible for the Commission clearly to understand the reasons for the 
decline in the company’s production and its giving the-effort within such a short time after opcrations 
commenced. One possible factor might be that, when the selling agency of M/s. Bombay Company 
(P) Ltd. was terminated, the marketing effort received a setback. In any case, the company found 
that its sales remained in the range of Rs. 7 to 10 lakhs per annum in most years while sales of about 
Rs. 40 lakhs per annum were necessary to break even. It has also been pointed out that there was 
some resistance in the market to increased sales on the basis of the prices charged by the company 
and a reduction in prices was not found to be feasible in view of the heavy overhead expenses and the 
costs of imported raw materials. 


21. The company therefore decided to close down its production and go into liquidation. 
The Commission enquired whether there were any alternative offers for the asscts of the company. 
‘It appears that some offers for the purchase of particular items of plant and machincry had been 
received from abroad. There was however no other offer for taking over all the assets on the lines 
made by the present applicant company. 


22. It may be mentioned in this connection that the company had 46 employces on its register 
on 30th June, 1970, i.c., before its closure. ,At present only 10 persons are in service for looking after 
the plant. The financial position of the company as revealed by its balance sheet as on 31-12-1970 
seems to be quite unsatisfactory. 


Comments and representations 


23. A notification regarding the applicant company’s proposal was published on the 10th 
August, 1972 in various newspapers.. In response to this notification only two letters have been 
received. These are discussed below:— 


(i) Letter from Shri Ashwani Kumar 


This letter is in very gencral terms and there is nothing in it which can be useful to the 
present enquiry. 


(ii) Letter from Shri K. N. Kaura, New Delhi 


He is an ex-employee of M/s. Pyrotenax India Ltd. In his letter he has described the 
characteristics of mineral insulated cables and the applications of the product, and 
furnished a list of organisations which are using the product in this country. He has 
zlso given what according to him are the reasons for the failure of M/s. Pyrotenax. Shri 
Kaura has concluded his letter by saying that mineral insulated cables have an expanding 
market in this country and, therefore, deserve support. A copy of Shri Kaura’s letter 
to the Commission is enclosed (Annexure ‘A’). 
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Exantination of the proposal 


24. The foregoing gives in brief the main aspects of the proposal and details about the appli- 
cant company and the company whose assets are proposed to be taken over. In examining the pro- 
posal the commission has kept in view the following aspects:— 


1. Whether there is a real demand for MIC in the country? 


2. How does the applicant company’s proposal satisfy the criteria laid. down in Section 
28 of the M.R.T.P. Act, 1969 ? 


3. Whether the applicant company should be permitted to undertake this new. project and 
whether it will be able to overcome the difficulties experienced by M/s. Pyrotenax India 
Ltd.? 


4, Whether the approval should be subject to any conditions etc. ? 


25. As regards the first point , enquiries made by the Commission have indicated that mineral 
insulated cables do not fall under the core sector and, therefore, no estimates of requirements and 
production have been projected for this item by the Planning Commission. M/s. Pyrotenax India 
Ltd, (now under voluntary liquidation) was the only manufacturcr of MIC in the country in the 
past few years. No reviews have been made by any Government department in this field. Enquiries 
made from the D.G.T.D. have indicated that mineral insulated cables are required for high tempe- 
rature installations and are mostly used in ships, steel plants, furnaces and other specialised installa- 
tions like fertiliser factories and oil refineries. It can also be used in buildings where fire hazards 
have to be minimised. Shri K. N. Kaura,’in his letter (Annexure ‘A’), has given information about 
the various fields where these cables can be used. He has also furnished a list of organisations which 
have accepted minctal insulated cables for use in their installations. These cables are said tu be of 
vital importance in defence installations also, The country is embarking on a large expansion in the 
fields of fertilisers, oil refineries and construction of ships fo1 the Navy as well as the me.chant, ficet. 
We are, therefore, satisfied that there is sufficient scope for the increased use of MIC in this country. 


26. Another important question in this connection relates to the quantum of demand. The 
view of the DGTD is that the present demand will be -approximately of the value of Rs. 10 to 12 
lakhs per annum, which may increase by 10 to 157% every year. As aginst this, the applicant com- 
pany thinks that the demand for this product would be considerably higher than the break-even 
point of Rs. 40 lakhs per year as estimated by M/s Pyrotenax. From the note enclosed with the appli- 
cation to the Department of Company Affairs. It has. been noticed that the marketing executive 
of the foreign company, namely, M/s. Pyrotenax (U.K.) had made the following sales forecast for the 
years 1968 to 1970 foi the Indian company :-— 








Year Pessimistic (Rs. in Optimistic (Rs. in 
lakhs) lakhs) 

1968 E > . : : : : ’ : : : 20 29 

1969 « : . . * . . . . . . . 31 40 

1970 . . . . . 1 . . . . . 44 53 





27. Thete is no basis for the demand figures given by the DGTD as also the estimates made 
by the Company. The applicant company has not made any detailed market survey regarding the 
future demand. It, however, appears to us that M/s Pyrotenax India Ltd. did not carry out any 
sustained market compaign for their products and they failed to arouse sufficient customer aware- 
ness about this product. The applicant company has claimed that it has extensive plans for marketing 
its products and for making the product known. Once marketing activities are intensified and various 
lines where MIC can be used, are identified, the demand for the product is likely to increase and in 
the course of the next few year's the capacity of the plant may well be utilised to a substantial extent. 


28. The other important aspect in this connection that needs attention relates to price fixation. 
The applicant company being the only producer in this line may perhaps be tempted to over-charge 
or fix prices at high levels to reap maximum profits. This aspect is of special importance because 
many users of the product are likely to be public authorities. On the other hand, the Company 
cannot but be cautious in its price policy at a time when it wants to establish an expanding market 
for a new product. In. view of all this we would like to recommend that a cost audit may be under- 
taken after the new management has worked the factory for a period of five years.. 
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29. The company was asked to indicate how its proposal satisfies the criteria laid down 
in Section 28 of the M.R.T.P. Act, 1969. The submissions made by the Company in this regard 
are briefly mentioned - below: 


(a) A large number of prospective customers will be defence-oriented establishments. Many 
of these installations are presently using inferior substitutes. The same basic consi- 
derations will apply to a large number of civil installations, buildings and structures. 
Implementation of the scheme will help in meeting their requirements. 


(b) M/s Pyrotenax failed because they depended for their marketing efforts on their selling 
agent, The plan that the company is having cnvisagrs the setting up of the company’s 
own distribution system. When this is done, it would help the company to organise 
trade in this product line for more cfficiently than was possible under the management 
of Pyrotenax. 


(c) Regarding employment of the persons who have been thrown out of their jobs by the 
liquidation of M/s Pyrotenax India Ltd., the revived plant would help to make the best 
use of man power as contcmplated in this clause. 


(d) The company has plans to expand the domestic market MIC including plans for sales 
promotion compaign to educate the custcmers in the use of the product. This in the 
company’s view is directly relevent to the consideration mentioned in this clause. 


(e) At present there are no manufacturers in India producing MIC. The approval of the 
scheme would enable the company to put the only plant India equipped to manufac- 
ture this product back on stream and this would in turn act as a countervailing force 
to the market dominance of the foreign- monopolist. 


30. The applicant company belongs to one of the large industrial houses. The value of its 
assets, along with the assets of interconnected undertakings, work out to nearly Rs. 4700 lakhs. _ We 
would have been happy if any smaller entrepreneur had come forward to purchase the machinery 
of Pyrotenax (India) L'd. and restart the industry. It was w,th this object that we gave wide publi- 
city to the company’s proposal and inserted a statement as below:— 


“.ee.-eas..+-Alll parties who are in a position to furnish any information which will be 
of help to the Commission in its enquiry. including those who have been or making 
attempts to enter this kind of production are hereby invited to write to the Commission 
in detail giving the information that will be useful in the enquiry.” 


Not a single alternative proposal has been received by the Commission in response to the 
above Notification. The D.G.T.D. has stated that in view of the poor demand at present and the 
low profit margin, it is not feasible to undertake the manufacture of these cables in the poblic sector. 
The choice therefore is either to deprive the country of this essential product, continuing to depend 
on imports for the present and future needs and allowing wastage of capz:ity already in existence, 
or to permit the product to be manvfactured by a concern which has come forward to undertake 
the project in spite of the uncertain demand in this line. We have also to consider that an important 
plant whose present value has been estimated at Rs. 21.48 lakhs is likely to remain unutilised of the 
proposal is rejected. 


31. The Commission considered it useful to take into account the past performance of the 
applicant company with a view to finding out whether it will be technically competent to handle 
this project. For this, we collected information from the company about its research and develop- 
ment activities. In answer to our queries the Company has stated that:— 


(a) The company carries out the development of new products within the framework of its 
manufacturing division using the same facilities and resources for product development 
as for regular products. 

(b) There is a separate technical development department of the company which works on 
the improvement of processes and equipment with a view to improving the quality of 
existing products and productivities of equipment. 


(c) ae company has also claimed to have developed the following new items in its existing 
‘lines: — 
(i) Admirality Brass Tubes. 
(ii) Aluminium Brass Tubes. 
(iii) 90/10 Cupro-Nickel: Tubes for petroleum industry and power projects. 
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(a) In association with Bhaba Atomic Research Centre, the company claims to have recently 
developed a sophisticated item such as rectangular seamless micro wave guide tubes 
required for micro wave antenna systems in the electronic industry. 


(ec) The company has claimed that it is closely associated with National Research Institutions 
like; (a) Bhaba Atomic Research Centre, Bombay, (b) National Metallurgical Labora- 
tory, Na (c) Research and Development Organisation for Electric Industries. 

opal. ; 


(f) It has also claimed that it is in the process of having technical/commercial collaboration 
with R.D.O. for Electric Industries, Bhopal, for dev:lopment of 90/10, 70/30 cupro nickel 
tubes on regular basis with a view to stop import of these items. 


_ 32. The company has also stated that it will only be importing aluminium tubes while the 
earlier company, namely Pyrotenax, were importing both aluminium tubes and conductor rods. 


33. Considering all the above facts, we think that the company will be able to implement 
the project successfully. It, thorefure, appears to u3 that the application may be allowed in spite 
of the fact that the applicant belongs to a large house. 


34. As compared to M/s. Pyrotenax, who were importing both aluminium tubes and con- 
ductors rods, the applicant Company expects only to import aluminium tubes and use indigenously 
availatl> conductor ruds. It is nut unlikely that they may also be atle to experiment with the possi- 
bility. of ensuring local supply of aluminium tubes. 


35. An important point to be kept in mind tegarding this application is that no import 
of machinery is involved —- on the other hand, imported mcichinery is lying idle and has to 
be put to use. The applicant Company has also claimed that no foreign collaboration is requir- 
ed and that there would thus be a saving regarding royalty payments. Key personnel for the 
production process have already been trained and some of them are unemployed. Putting the 
idle plan into operation may give employment to about 70 persons. Considering all these facts, 
it is obvious that steps must be taken to ensure that the Plant is brought into effective opera- 
tion at an early date. For this purpese, there seems to be no alternative to permitting the 
applicant company to go ahead with the proposal. 


Condition for Approval 


36. At the same time, it cannot be ignored that the applicant company not only belongs to 
a large business group but also that it is a private and closcly held company. It has a small equity 
base and out of its present share capital uf about Rs. 48 lakhs, as much as Rs. 32 lakhs represents 
the capitalisation of reserves through bonus shares. At the same time, the Company has built 
up its assets on the basis of large scale borrowings and its debt equity ratio at the end of the last 
financial year was 5:1. It has already been indicated that the bulk of the share capital is held by 
members of the Kamani family and their close relatives. One suggestion made in this connection 
was that, if the company is to be permitted to go into a new field of activity, the permission should 
be granted only on condition that a structural change in the character of the Company is brought 
about. This can be done by (1) converting the company from a private company to a public com- 
pany and (2) by bringing about a change in the structure of the equity holding so that the family 
control of equity is diluted to a certain extent. The other alternative suggested was to set up a new 
public limited company for this project—only a certain part of the share capital of the new company 
being permitted to be taken up by the applicant company. 


37. The Commission had put these alternatives to the applicant Company. In its comments, 
the Company has pointed out that forming a new company for this project would not be economical 
in view of the small capital requirement. Moreover, public subscription for the capital of such a 
new company would not be forthcoming because of the considerable uncertainties that would be 
involved regarding the fu'ure of the company. The company has also emphasised that one of the 
reasons for the failure of M/s. Pyrotenax was that: 


“Sufficient efforts in the area of marketing and technical services were not available to pro- 
mote, develop and penetrate the product in the Indian market. We therefore deem it 
necessary into this context to make concerted effuris both in technical service areas and 
marketing areas to make this project viable. We feel confident that this would be possible 
in an undertaking of the size of the present company which has in its services personnel 
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of calibre in technology, and marketing. We feel that these common services would 
definitly go a long way in helping the necessary initial efforts required to make a break- 
through in the technical and marketing of this product (sic). Moreover, we would like 
to state that the product would cater to the needs more or less to the same net-work of 
customers, whose needs we are catering (sic) et the morment in the existing company.” 


38. The Commission agrees with this reasoning of the Company. We do not think that 
it would be useful to insist on the creation of a new company for undertaking the proposal project. 


39. The Company has, however, proposed that the amount of Rs. 36 lakhs that it would 
require for financing the projcct, over and above what it would obtain from internal sources, would 
be borrowed from financial institutions on a medium term basis. The Company has justified this 
course for the following reasons :— 


(a) The cash generation of the Company, based on past experience, is expected to be suffi- 
ae take care of repayment of such medium term loan as above stated within a period 
° years. 


(b) The quantum of assets to be taken over for this undertaking, is not large enough to 
justify the capital issue of a size, which would facilitate broad basing to a sufficient extent 
(especially considering the premium that the Company would enjoy). 


(c) Considering the above two facts, the Company does not at the moment consider it app- 
ropriate to issue capital to meet requirement of Rs. 36 lakhs since such issue would 
amonut to a long term commitment, which is not considered expedient for the need 
of financing this project.” 


At the same time, the Company has stated that— 


“We are keeping in mind the question of broad basing the company and issue of capita 
at an appropriate time in the near future when the Company contemplates und rtaking 
of a project of a size large enough. At such stage, when we take up a project, of large 
enough a size, we would make the Company, a company, in which the public would be 
substantially interested.” 


40. The Commission has given careful consideration to this argument of the company. 
Tt must be noted in this context that while the amount of finance rc quired 1s not very large, it is quite 
large as compared to the present equity base of the Company, viz., Rs. 48 lakhs, and, as indicated 
above, even this to a large cxtent has been built out of the capitalisation of reserves. Moreover, 
the Company is already proposing to capitalise a further and substantial part of its reserves aria it 
this preposal is approved its equity base weuld be doubled with bonus shares being issuea to the 
existing shareholders in the ratio of 1:1. After that happens, the prospects of the equity capital of 
the Company being diluted to any significant cxtent so as to reduce the share of the Kamani family 
would worsen unless a new project of a very large magnitude is undertaken. If therefore the nature 
of the control over the equity of this company is to be changed, the present would be an appropriate 
occasion to bring it about. 


41, The prospects of obtaining public subscription for an equity issue to meet the whole 
ot a substantial part of the financial requirements of the project are likely to be quite good. The 
Company’s record of profitability and dividend distribution has been very satisfactory. It is obtaining 
a good bargain in this purchase. With its technical and markcting record, the possibility of its 
making a success of the new venture also good—that is the main reason why the Commission 
favours the proposal. There should, therefore, be no difficulty in expecting good public response 
to a fresh equity issue of, say, Rs. 24 lakhs to meet a substantial part of the capital requirements of 
Rs. 36 lakhs. The remaining Rs. 12 lakhs may be obtained by way of medium term loan. It is, 
of course, essential that this public issue should be reserved for new shareholders if the main purpose 
of insisting on the fresh issue of capital viz., that the control of the Kamani family on the Company 
should be diluted, is to be attained. It will, therefore, be necessary for the Company to pass a Special 
Resolution under which the existing shareholders are denied the right to subscribe to the new issue. 
The new issue should then be offered in preference to (1) public financial institutions and (2; to persons 
who do not hold any shares in the applicant company at present and especially exclude the present 
directors and their relatives. It is essential that this issue is offered to the public before any pro- 
posal for bonus issue is approved by Government; otherwise the purpose of insisting on a fresh issue 
will not be served. 
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42. It is possible that the conversion of the company from a private into a public limiter 
company and the fresh issue of shares may take some time. In that case, in the interest of the plan 
being put into operation with the least possible delay, there shoula be no objection to the company 
obtaining short term loans to complete the deal provided that ail steps for its conversion to a public 
limited company and the issue for fresh equity are completed within one year from the time Govern- 
ment’s approval to the proposel is given. 


Export potentiality 


43. M/s. Pyrotenax India Ltd., had made some exports even though they could not under- 
take production on a big scale. They could sell their product to U.K., Japan and New Zealand 
against the orders secured by their collaborators, 


We enquired from the applicant company whether it would be possible for it to make 
any export. Its reply in this connection is reproduced below-— 


“It may be mentioned here that the parent company of the undertaking now under liqui- 
dation namely: Pyrotenax Ltd., United Kingdom have manufacturing facilities in several 
parts of the world and have been exporting their products to many countries including 
India. In these circumstances we expect thai our production will be consumed locally 
by way of import substitution and towards meeting additional requirements in the home 
market. Hence no export programme has been envisaged under this scheme.” 


44, We appreciate the handicaps pointed out by the Company. Hence we would not like to 
impose any condition in this regard. However, the position can be reviewed by the Government 
after a period of three years and it can impose suitable conditions regarding exports at the time of 
granting permission for import of raw materials ¢tc. if the Government feels satisfied that a stage 
has been reached when the company can and should undertake exports. 


Recommendations 


. 45. The Commission, therefore, recommends that the proposal of the applicant Company 
to take over the assets of Messrs. Pyrotenax India L'd. and to undertake the production of mineral 
insulated cables may be approvea subject to the condition that, within one year, the applicant Com- 
pany will convert itself into a public limited Company and that it will issue fresh equity for Rs. 24 
lakhs in order to finance 2/3rds of tne cost of the project proposed to be ficancea from outside sources. 
The fresh equity should be offered in preference to (1) public financial institutions and (2) to persons 
who are not existing shareholders and who are neither directors of the Ccmpany nor their relatives. 
This fresh issue should take place before any bcnus issue is made as has been proposed by the Com- 


pany. 


(Sd.) 


D. SUBRAMANIAN 
Member 


(Sd.) 
H. K. PARANJAPE 
Member 


New Decm, 
dated the 17th November, 1972 


ANNEXURE ‘A’ 
Monopolies and Restrictive Trade Practices Commission 


M/s. Kamani Tube Private Ltd. 
Reference under Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 


Copy of Letter dated 30th August, 1972 from Shri K.N. Kaura, i1/MJ]60 Lajpat Nagar, New Dethi-24, addressed 
to Shri T.N. Pandey, Deputy Secretary, M.R.T.P, Commission, New Delhi, 


Sub : Pyrotenax ‘India Ltd., Kirkee. 


Dear Sir, 


Kindly refer to your advertisement in the Hindustan Times, New Delhi of August, 10, 1972 asking informations 
about the above company. As I had been closely associated with the above company from 1-6-1967 to 31-7-1971, Iam 
giving hereunder certain information about the product and its marketing as known to me. 


A. My connections with the Marketing of the Products of the above Company 


(i) #I was employed as an Area Sales Manager ‘with Thé Bombay Co. (P) Ltd., Delhi-6 (Sole buyers of the pro- 
ducts of the above Company) from June, 1967 to February 1969. 

(ii) I was employed as a Regional Representative with M/s. Haniey Cables (1) Ltd., New Delhi (a sister company 
of the above) and looked after the marketing of the above company besides that of Henley Cables (1) 
Limited from March 1969 to September, 1970. 


(iii) wae comployed as an Area Sales Engineer at New Delhi office of the above company from October 1970 to 
‘uly 2 - vy : 


B. Products of the above Company 


The above company had been manufacturing aluminium conductors, mineral insulated ‘ahiminium' sheated 
cables with and without PVC serving in 250/440 V grades and 650/1100. Volt grade- 


C. Characteristics of Mineral Insulated Cables Manufactured by the above 


Mineral Insulated Cables because of their unique design and manufacturing process have the following charac- 
teristics :— 5 


(i) Safety in performance: 


The tough and pliable seamless mstal sheath, backed by well compressed mineral insulation (which does not 
deteriorate with age, does not support combustion, has no plasticiser to migrate and cannot perish) makes 
mineral insulated cables of the widest applications, particularly for installations demanding high degree of 
durability and safety, 


(ui) Non-fire causing: 


The mineral insulation used in these cables is non-inflammable and as such cannot be ignited due to electri- 
cal faults and hcnce these cables cannot initiate a fire. 


(iii) Heat Resisting: 


The mineral-magnesium oxide—used in the manufacture of the above cables has excellent neat resisting pro- 
porties and is said to be stable at temperature upto 2800°C, although the cables manufactured by the above 
Company are normally recommended for use in situations having temperature upto 400°C, 


(iv) Current Carrying Capacity: 


Due to the heat resisting characteristics of these cables and better heat dissipation of metal sheath the current 
carrying capacity of mineral insulated cables is considerably higher for the same size of cables of other 


types. 
(v) Earth Continuity: 


The seamless metallic sheath in mineral insulated cables have excellent electrical conductivity and with 
requisite terminations provide very reliable earth continuity for the installation. 


(vi) Resistance to abuse: 


The tough seamless metallic tube with highly compressed mineral insulation offer great resistance to mal- 
treatment. 


(vii) Resistance to oil & petrol: 
P.V.C. served or suitably painted mineral insulated cables arc unaffected by oil and petrot or their vapours. 
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D. Applications of Mineral Insulated Cables: 


The unique characteristics of mineral insulated cables enable highest standards of safety to be achieved in using 
them for general wiring and make them ideal for special applications involving arduous and destructive operating condi- 
tions. Some of the generally accepted applications for mineral insulated cables are given below:— 


(i) 


(ii) 


(iii) 


Situations—involving fire risks: 


Because of the flame-proof characteristics, mineral insulated cables find application in wiring of industries 
handling explosives materials, petroleum, vapours, inflammable gases (such as Hydgroen, Acetylene Oxy- 
gen, Carbon Dioxide, etc.) and Dust proof, Dust tight and totally enclosed installations. 


Engineering & Chemical Industries: 


{n boiler house, metal foundries,, heat treatment plant, rolling mills, furnaces and sub-stations where the 
heat resisting characteristics of mineral insulated cables are fully utilised for pomnanen and efficient wiring 
medium for lighting and power services. In paper, textile and jute mills and laundries where the manufac- 
turing process invariably involves wet conditions combined with the changing temperatures and the pre- 
sence of chemicals in the atmosphere, mineral insulated cables give efficient services because they are free 
from condensation problems, ; 


Breweries, Dairies, Cold Storages and ether Food Processing units: 


In these units, besides the normal hazards in manufacturing units, additional factors of cleanliness and free- 
dom from contamination of the product are involved. The corrosion resistant and non-deteriorating qua- 

lities of mineral insulated cables meet these conditions admirably for all classes of wiring whether for ligh- 
ting or power. There is no trouble dee to condensation as in the case where the cables have to be run in 

conduit, when an electrical installation is required in referigerating and cooling rooms, or in departments 

where the walls have to be washed arid hosed down at regular intervals. 


(iv) Adulti-storeyed Buildings: 


Mineral insulated cables may be used, .with suitable tap-off boxes, for rising mains intended to serve loads 
on successive floors of multi-storeyed buildings where the risers are to run on the surface or in any position 
where the additional mechanical strength of the sheath is required. 


E. Acceptance of Mineral Insulated cables in the Country: 


A list of org inisations which have accepted mineral insulated cables in the country is given in Annexure f. - 


1. 


ANNEXURE I 


Acceptance of mineral insulated cables in the country 

1S:2274-1963 ‘‘code of Practice for electrical witing installations (System voltage exceeding 650 volts) 

(a) Clause 4.9.16 for Main distribution. 

(b) Clause 4.9.3 for rising mains intended to serve loads on successive floors of buildings. 

(c) Clause 5.15.2 regarding recommended methods of wiring for general applications (Appendix B-1 and B-3) 
IS :3594-1967 “Code of Practice for fire safety of Industrial Buildings: General Storage and Ware-housing 
including cold storages.” 

(a) Clause 10.2.2 recommends wiring with mineral insulated cables. 


IS :3836-1966 “Code of Practice for Fire safety of Industrial Buildings: Jute Mills 
(a) Clause 11.2.2 recommends wiring with mineral insulated cables. 
(b) Clause 11.3 recommends wiring with mineral insulated caoles. 


18:5755-197u Specificatio. for ‘Mineral insulated aluminium sheathed cables with aluminium conductors”. 
This specification gives the requirements of Mineral insulated aluminium sheated cables. 


Pemlations for the Electrical Equipments of Buildings issued by the Institution of Electrical Engineers, 
ndon. 


(a) Clause 212(A) regarding protection of cables against fire or explosion. 
The Insurance Association of India (Fire Sectional-Comrmittee), Bombay accepting mineral insulated cables 


manufactured by M/s. Pyrotenax India Limited regarding clause 212(A) of tne Regulations for the Electrical 
Equipments of Buildings issued by Institution of Electrical Engineers, London. 


7. The Insurance Association of India (Fire Sectional Committee), Bombay. Accepting Mineral insulated cables 


10. 


ii. 


manufactured by M/s. Pyrotenax India Limited for rising mains. 


Central Mining Research Station, Dhanbad. Accepted Mineral insulated cables manufactured by M/s. Pyrotenax 
India Limited and tneir glands for Groups I, Il and HI applications. 


Tne Chief Inspector of Explosives to the Government of India, Nagpur. Mineral insulated cables manufactured 
by M/s. Pyrotenax India Limited allowed for wiring of Petroleum installations ana Group IV gaseous 
Situations. : 


Engineer-in-Chief’s Branch, M.E.S., New Delhi accepted wiring with minera; insulated cables in section 4.01 
of the ‘Regulations for Electrical Lighting, Heating and Power supply in Buildings containing Explosives”. 


Storage and Transport of Explosives Committee, Ministry of Defence: 
Accepted wiring with mineral insulated cables of a type approved by C.M.R.S., Dhanbad for wiring in 
explosives buildings requiring flameproof, dust tight, dust proof and totally enclosed fiitings. 


(Sd.) 
N. KAURA 
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No. 1/13/72-M. [I 
GOVERNMENT OF INDDA 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
DEPARTMENT OF COMPANY AFFAIRS 
SHASTRI BHAWAN, ‘A’ WING, FIFTH FLOOR 
DR. RAJENDRA FRASAD ROAD 
NEW. DELHI 


Before the Central Government 
In the matter of the notice under Section 22 of the Monopolies and Restrictive Trade Practices Act, 
1969 


AND 


In the matter of the proposal of M/s. Kamani Tubes Pvt.) Ltd. for the manufacture of Mineral 
Insulated Cables by purchasing the assets of Pyrotenax India Ltd. 


M/s. Kamani Tubes Private Ltd. (hefeinafter referred to as the “applicant company”) gave 
a notice dated the 22nd April, 1972 under section 21 of the Monopolies and Restrictive Trade Prac- 
tices Act, 1969 (hereinafter referred to as “the Act”) indicating its intention to effect substan- 
tial expansion by manufactute of 3800 KM-of Mineral Insulated Cables (MIC). the scheme was to 
be implemented by purchasing the assets (iricluding land, building and plant & Machinery) cf 
M/s. Pyrctenax India Limited. a company, now under voluntary liquidation. The factory erected 
by the latter company was the only unit in India capable of manufacturing Mineral Insulated Cables. 
The applicant company belongs to Kamani Group being one of the 48 larger Industrial Houses and 
has admitted inter-connection with 22 other undertakings belonging to the same group. The value 
of its assests (Rs. 3-70 crores) together with the value of assets of its intereconnected undeitakings 
aggregated to Rs. 46.36 crores. The applicant company is presently engaged in the manufacture 
of Brass/Copper Solids (Rods & Sections) and Brass Copper Hollows (Pipes and Tubes). The pro- 
posed expansion was not found to be substantial in terms of section 21 of the M.R.T.P. Act. How- 
ever, as the proposal involved manufacture of 4 new article in a new unit, it amounted to establish- 
ment of a new undertaking within the meaning of section 22 of the Act. Tho Central Government, 
therefore, decided to treat the applicant company’s notice under section 21 of the Act as an appli- 
cation under section 22 of the Act. The-cost of: the proiect was estimated at Rs. 49-35 lakhs allo. 
cated as under:— 


- Rs, in lakhs 
(i) Land . . : ‘ . . . . . . ‘ ‘ . 3°24 
(ii) Building : - : 2 ; a . 3 7 . : . . 9-36 
(iii) Plant and Machinery - : , ‘ . . ‘ . . : . 23°40 
(iv) Furniture & Fixtures & Vehicles +. - . . . . . . , 1°86 
(v) Pre-operative expenses ‘ . : ’ . . . . . 0°35 
(vi) Margin for working capital - . : . . ‘ ‘ S . . 11-14 
Total : ° . 49-35 

The cost of the project was to be financed from the following resources :— 

; (Rs. in lakhs) 
(i) Internal generation (Depreciation & Cash) : . . . . . . 13-35 
(ii) Borrowings from financial institutions ‘ . . : . . : ‘ 36°00 
Total G : : 49-35 


2. The Central Government noted that the provisions of section 23(4) of the Act were also 
attracted as the applicant company proposed to take over the assets of another company, namely, 
Pyrotenax India Ltd. (under liquidation) and that a further enquiry would be useful to determine 
whether any alternative party, whether in public or private sector, could take up this production, 
On the basis of the information available to it, the Government formed the opinion that an order 
in this case under section 22(3)(a) of the Act could not be passed without further enquiry and report 
by the M.R.T.P. Commission (hereinafter referred to as “the Commission”). Accordingly in exercise 
of the powers conferred by clause (b) sub-section (3) of section 22 of the Act, the Central Government 
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referred to the proposal of the applicant company under section 22 of the Act.to the Commission 
for further enquiry and report. The Commission recommended approval of the proposal subject 
to the following conditions :— 


(a) The Applicant company shall within one year, convert itself into a public limited com- 
pany. / 


(b) The Applicant sigs ork shall issue fresh equity for Rs. 24 lakhs in order to finance two- 
thirds of the cost of the project proposed to be financed from outside sources, 


(c) Ths fresh equity shall be offered in preference to (i) tho public financial institutions, 
and (ii) to the persons who are not existing shareholders of the company and who are 
neithe directors of the company nor their relatives. 


(d) The fiesh issue shall take place before any bonus issue is made as has been proposed by 
the applicant company. 


3. No objections or ropresentations have been lodged with the Government by any party 
against the proposal in response to the advertisements published by the company inthe “Times of 
India” dated the 20th May, 1972 and “Engineering Times” dated the 11th May, 1972. A copy of 
the Commission’s repoit was supplied to the applicant company. An opportunity of being heard, 
in terms of section 29 of the Act, was given to the applicant company twice. In regard to the conditions 
suggested by the Commission, the representatives of the applicant company stated that the condition 
regarding the conversion of the company into a Public Limited Company was acceptable to them. 
As regards other conditions, the representatives ot the applicant company indicated that it was not 
possible for the applicant company to accept these:conditions because of certain difficulties. They 
explained that looking to the history of the Pyrotenax India Ltd., they did not consider it practicable 
to raise money in the market. For about 5 to 6 years, the Pyrotenax India Limited has been incuning 
losses and in Spite of their having forcign collaboration and increased turn over they had accumu- 
lated losses of Rs. 35 lakhs. The project proposed to be undertaken by the applicant company was 
absolutely new and involved considerable risks. The market for mineral insulated cables had yet 
to be developed and this would take 4 to 5 years to go into full production. The applicant company 
was taking this project as a challenge and it would be difficult to convince public at this stage to in- 
vest money in this project. Moreover, the project was of a very small size involving an outlay of 
Rs. 36 lakhs only and it was not a viable proposition to raise two-thirds of this outlay by issue of 
fresh equity. The company had built up its own resources by its conservative financial policies 
and it would not be economically sound to issue additional equity as it would amount to burdening 
the company. In regard to issue of Bonus shares the representatives stated that the company had 
already issued Bonus shares in pursuance of the consént order granted by the Controller of Capital 
Issues on 30-12-1972. The represcntatives of the applicant company were also asked to indicate 
whether the company could agree to accept these conditions in principle and implement the same 
within a period of 2to 3 years. The representatives of the applicant company expressed their un- 
willingness to accept this position. 


4. After taking into consideration all the facts and ciroumstancese of the case the Central 
Government formed the opinion that as the applicant company is a closely held one with small capital 
base it should take steps to bioad-base its capital structure and allow the benefits of the proposal] 
also to flow to the public. As, however, the applicant company is not willing to accept the cont- 
ditions designed secure that purpose the Central Government is saisfied that it will not be expedient 
in the public interest to grant approval to the proposal which should, therefore, be rejected. 


ORDER 


In exercise of its powers under clause (c) of section (3) of section 22 of the Monopolies and 
Restrictive Trade Practices Act, 1969 the Central Government hereby rejects the proposal of M/s. 
Kamani Tubes Private Limited for manufacture of Mineral Insulated Cables by taking over by pur- 
chase the undertaking of Pyrotenax India Ltd. (in liquidation) as contained in its application dated 
the 22nd April, 1972 under section 22 of the Act. 


(Sd.) 
A. K. GHOSH, 
Under Secretary to the Government of India. 


New DE ut, 
28th February, 1974, 
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agreed to take up this project. Obviously, it would not have been possible for Ballarpur 
Mills to negotiate with different land owners for acquiring land for their salt project. The 
acquired land had been handed over to the Company for the sole purpose of making salt 
and not for using it for any other purposes. Before acquiring land, State Government has 
taken into consideration all aspects of the problem. 


The loss of paddy consequent to acquisition of land was going to be nominal and would 
not affect the overall availability of food-grains in the area. Besides, under the rehabili- 
tation scheme, which the State Government was considering for the persons who will 
be displaced, alternate lands would be provided for growing paddy. Mr. Thomas made it 
clear that it was not obligatory for the State Government to provide alternative lands for 
lands. acquired under Land Acquisition Act, but considering the popular sentiments in 
this region, the State Government had decided to considered making alternate lands avail- 
able. 


The persons whose lands have been taken over will not only take alternate lands but also 
get compensation. Normally, it was the practice of the State Government to provide free 
land under rehabilitation schemes. However, no final decision has been taken in this re- 
gard by the State Government so far, but perhaps the lands will be made available to the 
affected persons free of cost. 


Regarding different actions by two different departments of the Karnataka Government as 
mentioned by Shri Naik, it was explained that the matter relating to construction of bund 
was taken up much earlier to 1969 when the notification regarding acquisition of land was 
issued. The bund was, however, completed in\the year 1971 and, therefore, growing of 
agricultural crops was a subsequent. phenomenon. Construction of bund and acquisi- 
tion of land for purposes relating to industrialisation of the backward area of Karwar 
District could not be said to be two diametrically opposite sections from the side of the 
State Government, because the two decisions were taken, one after the other, after taking 
into consideration all the relevant circumstances at different points of time. 


On the question whether any other alternate lands can be made available to the Company 
for the proposed salt works, Mr. Thoms, drew the Commission’s attention to the Project 
Report which was got prepared by Mysore State Industrial Investment and Development 
Corporation Limited in the year 1969, This Report was prepared by Shri Gurunath, an 
Expert in salt manufacture. According to this Report, the only suitable land available 
for salt production was in Kumta Taluk. 


On the matter relating to acquisition of lands in ‘B’ Block and not in ‘A’ Block, Shri Thomas 
mentioned that there is no question of any malafide. The land in ‘A’ Block was already 
under cultivation when the question of acquiring land was considered by the State Govern- 
ment. At that time, land in Block ‘B’ was not being used for paddy cultivation as it used 
to get submerged under sea water. The notification regarding land acquisition was issued 
by the Government in December, 1968 and it was much after this date (in the year 197 1) 
that paddy was grown in this land. Only two or three crops were grown in this land before 
land was acquired and given to Ballarpur Mills. Thus, at the time of acquisition, the 
land which was left out, was a land where agricultural operations were being carried on 
and the land which was acquired was one which was unsuitable for agriculural purposes. 


On the matter of value of paddy vis-a-vis value of salt, Mr. Thomas pointed out that it 
would not be correct to measure the values in arithrhetical terms. The acquisition of land 
for manufacturing salt would lead to economic benefits in many ways and, therefore 
there can be no comparison between the value of paddy that will be lost becuase of use of 
land for salt production and the value of salt. However, even on ‘arithmetical’ basis, 
the value of salt was definitely going to be more than the value of paddy. According to 
Mr. Thomas’s estimates, the total area of land under cultivation out of 1849 acres acqu- 
ired by the Government would be approximately 1500 acres. It was a medium quality 
land and the average yield of paddy per acre was not likely to exceed 10 quintals. The 
levy price of paddy at present was Rs. 80 per quintal and on that basis the price of 15,000 
quintals of paddy would be approximately Rs. 12 lakhs. As against this, vzlue of salt 
produced would be Rs. 50 to 60 per metric tonne and cost of salt produced at the works 
would be Rs. 20 to Rs. 30 less. If the f.0.b. price is taken into account on the basis of price 
charged by Sanikatta Salt Works, f.o.b. price at the rate of Rs. 120 per metric tonne 
would be 60 lakhs. Apart from this, the multiplier effect of the salt works as a result of 
start of ancillary industries, down stream industries and catering industries would , be 
immense. 


